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Contents Include. 

A BANKER’S DIARY 

‘THE PROPOSALS FOR A NEW INTERNATIONAL BANK 
CREDIT’ RESTRICTION EFFORTS IN" THE UNITED STATES 
By H. Parker WILLIS: 
BANKING CRISES AFTER THE WAR 
By Pau E1nzic 
AUSTRALIAN FINANCE IN _ 1928 


LLOYDS BANK NEW HEADQUARTERS 
By Proressor C, H. REILLY 


EYRE AND SPOTTISWOODE LIMITED 
9 East Harding Street, Fleet Street, London, E.C. 4 


PYJAMAS ani SOFT COLLARS 


BY their fine smoothness and strength of Fabric, 

“ LUVISCA” Pyjamas ensure unbroken sleep. By their 
neatness and simplicity in colouring. “ LUVISCA” Shirts and 
Soft Collars are appropriate to all but purely formal occasions. 


Look f d 2 | 4 difficulty in obtaining, write COURTAULDS, BED 
NEW REGIS oonser (ee TSM) 1G Se Mee Cone bond 
TERED T. court Emil 0S | for name of your nearest retailer and deberinnioih Peary 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 


LONDON, E.C. LONDON, E.C. 


Telephones: Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK: NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, .INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £570,000 


(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - - £1,000,000 
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LONDON BANKERS : 
Messrs, Giyn, Mitts & Co, THe WesTMINSTER BANK LimiTEp, LomBarp Street, Lioyps Bank LimiTeED, 


HEAD OFFICE : 
33/36 Kinc Witttam Street, Lonpon, E.C.4, 


CHIEF OFFICE IN PERSIA: 
TEHERAN, 


BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder, Abbas, Burujird, Bushire, Dizful, Duzdab, Hamadan, Isfahan, 
Kazvin, Kerman, Kermanshah, aa Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, 
esht, Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 

Bacpab, Basra, KIRKUK. BomBay. 

"THE BANK transacts Banking Business of every description in 

and connected with Persia and Iraq (Mesopotamia), also with 

Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 

negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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Commonwealth 22% Kank of Australia 


E. C. RIDDLE, Governor. H. T. ARMITAGE, Deputy Governor. 


Guaranteed by the Australian Commonwealth Government. 





BRANCHES IN THE PRINCIPAL CITIES AND TOWNS 
OF AUSTRALIA, and at 


36-41 New Broad Street, E.C.2, and Australia House, Strand, 
W.C.2, LONDON. 


New York Agency: 25 Pine Street, New York City. 
AGENTS AND CORRESPONDENTS THROUGHOUT THE WORLD. 


ADVANCES made against approved Securities. 

BILLS negotiated and collected. CURRENT 

ACCOUNTS opened. DRaFTs and Letters of 

CREDIT issued. DeEposits accepted for fixed 

periods. REMITTANCES cabled or mailed and 

BANKING BusINEss of every description trans- 
acted with Australia. 


BANKERS TO 


THE GOVERNMENT OF THE COMMON- 
WEALTH OF AUSTRALIA. 


THE GOVERNMENT OF THE STATE OF 
QUEENSLAND. 


THE GOVERNMENT OF THE STATE OF 
SOUTH AUSTRALIA. 


THE GOVERNMENT OF THE STATE OF 
TASMANIA. 


COMMONWEALTH SAVINGS 
BANK OF AUSTRALIA. 
: an BRANCHES IN THE CHIEF CENTRES 
Head Office : AND 3,542 AGENCIES AT POST 
Sydney, New South Wales. OFFICES THROUGHOUT 
AUSTRALASIA. 


As at 3lst December, 1928. 
General Bank Balances ... did sah ioe £42,250 ,947 
Savings Bank Balances ... eae bas sai 49,376,915 
Note Issue Department ... aie ‘ii ian 48 ,698 ,226 
Rural Credits Department ar ses he 1,035,257 
Other Items ne ah aie sa kee 6,688,935 


£148 ,050,280 


LONDON BRANCH: 36-41 NEW BROAD STREET, E.C.2 


J. S. Scott, London Manager. 





THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 









Paid-up Capital - - - - £4,500,000 







Reserve Fund - - £4,450,000 
Reserve Liability of Proprietors under the Charter £4,500,000 
£13,450,000 






COURT OF DIRECTORS : 







RIGHT HON. LORD ALDENHAM. F. v. 3S. LIVINGSTONE-LEARMONTH, Esg., 
. E. BARN , 

5 by GC. GILLIAT. ina RIGHT HON. Tae EARI, OF MIDLETON, K.P. 
- ¢ a HAROLD NELSON, Esg. 

KENNETH GOSCHEN, Esq. HORACE PEEL, 

Cc. G. HAMILTON, Eso. JOHN SANDERSON, 





R. JOHNSON, Esq. ARTHUR WHITW' ORTH, “Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
— END BRANCH: 17 Northumberland Avenue, London, W.C.2. 






enn, Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 
















THE COMMERCIAL BANKING COMPANY OF SYDNEY 


LIMITED 
Established 1834. Incorporated in New South Wales. 
With which is amalgamated THE BANK OF VICTORIA LD. 


AUTHORISED CAPITAL - - - £12,000,000 0 0 


CAPITAL PAID UP - - - - - £4,739,012 10 0 
RESERVE FUND - -  £4,075,000 0 0 
RESERVE LIABILITY OF SHAREHOLDERS £4,739,012 10 0 

£13,553,0 0 0 


TOTAL DEPOSITS June 30th 1928- - - £51,824699 0 0 
TOTAL ASSETS _,, o- - © - §63,15410 0 0 





HEAD OFFICE: 343 GEORGE STREET, SYDNEY. 
General Manager - J. R. DRYHURST. 


LONDON OFFICE: 18 BIRCHIN LANE, LOMBARD STREET, E.C.3. 
Manager - V. B. JONES. 


460 Offices and Branches in New South Wales, Queensland, Victoria, South Australia, and 
Federal Capital Territory. Agencies throughout Australia and New Zealand and all other 


parts of the world. 
Drafts payable on demand, and poy oe . Credit are issued by the London Branch on’ the 


Head Office, Branches and Agencies of the Ban 
Bills on Australia negotiated or collected. = cabled or mailed. 
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THE UNION BANK OF AUSTRALIA | 
: uA 
Established 1837. LIMITED. Incorporated 1880. 
Capital Authorised and issued ... — eee is ie £12,000 ,000 
Capital Paid up a an £4 000,000 
Reserve Fund.. £4,850,000 together £8,850,000 
Reserve Liability of Proprietors Sie £8,000,000 
DIRECTORS. 
The Hon. Epmunp W. Parker, Chairman. 
The Rr. Hon. Lorp Esvry, | Str Matcotm Hocc. Rosert C. Nessitt, Esq. 
D.S.0O., M.C. | S.R. Livincstone-LEARMOUTH, Frep. G. ParsBury, Esq. 
Hucu D. Fiower, Eso. } Eso. | ALFRED W. TurRNBULL, Eso. 


The Right Hon. Lorp BRIGADIER-GENERAL ARTHUR 
HILLINGDON. MAXWELL, C.B., C.M.G., D.S.O. 


Head Office: 71 CORNHILL, LONDON, E.C.3. 


Manager—W. A. LAInNc. Assistant Manager—G. S. GoppeEn. Secretary—F. H. McIntyre. 


Branches throughout Australia and New Zealand, viz. 


In VICTORIA ese 

SOUTH AUSTRALIA 
« NEW SOUTH WALES ..... 
. WESTERN — 
.. QUEENSLAND ° ° 
. TASMANIA ... 

NEW ZEALAND 
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Drafts upon the Branches are issued by Head Office, and may be obtained from the Bank’s Agents throughout 
England, Scotland & Ireland. 

Commercial and Circular Travelling Credits issued available throughout the world. 

Telegraphic Remittances are also made. 

Bills on the Australian States and Dominion of New Zealand are purchased or sent for collection. 

Deposits are received at Head Office at rates of interest and for periods which may be ascertained on application. 
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THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH .WALES. 


Authorised Capital . - £5,000,000 
Capital Subscribed and Paid Up £2,208,000 
Reserve Fund - - £1,046,880 
Aggregate Assets 30/6/28 - £18,623,453 


DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, Esgq., O.B.E. 
FRANK N. YARWOOD, Esa. F.C.P.A. JAMES KELL, Esq. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq., LL.D. 


GENERAL MANAGER : 
Cc. M. C. SHANNON 
LONDON BRANCH DIRECTORS : 


A. DODDS FAIRBAIRN, Esa ALFRED SHEPHERD, Esa. 
JAMES TUKE, Esq. 


HEAD OFFICE : SYDNEY, NEW SOUTH WALES. Georce H. Howe t, Manager, with 
155 Branches and Agencies in New South Wales. 

BRISBANE OFFICE. G. E. ALexanper, Manager, with 25 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE : 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE : 73 St. George’s Terrace. A.C. Dippin, Manager. 

LONDON OFFICE : 62 Bishopsgate, E.C.2. Arruur F. Jenkins, Manager. 


The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, were not directly represented, 
with other Bankers, throughout Australasia, New Zealand, the United Kingdom, the Far East and 
elsewhere, whereby it is able to carry out all requirements with promptitude and to best advan tage. 











Guaranty Trust Company 
of New York 


HE Guaranty Trust Company of New York was one of the first of 
the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 


To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and connections throughout the world. 


The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, financial houses and merchants engaged in 
foreign trade. 


The Management of any of the offices will be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems. 








32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 


Paid-up Capital and Surplus $90,000,000 Total Assets $1,000,000,000. 
a 








THE 


BANK OF ADELAIDE| | 2 8RaNcHEs In 


FINLAND 


(Incorporated by Act of Parliament, 1865,4nd registered 
under the Companies Act, 1892 of South Australia) 


Paid-up Capital ... ... £1,250 900 
Reserve Fund ... ... £970,000 | | Oo 


aati £2,220,000 
eserve Liability o . 
Shareholders £1,250,000 Capital and Reserves : 


£3,470,000 Fmk. 417,000,000 


Head Office : ADELAIDE,SOUTH AUSTRALIA. 
Sydney Office: 279, GEORGE STREET. 
Melbourne Office : 267 COLLINS STREET. | oO 
Brisbane Office: 305 QUEEN STREET. 
Perth (W.A.) Office : St. GEORGE’S TERRACE. 
Freemantle Office: 78-80, HIGH STREET. 


Branches throughout Australia. KANSALLIS-OSAKE-PAN KKI 


BILLS on Australasia purchased or collected. i i 
DRAFTS and LETTERS of CREDIT issued; | (National Joint Stock Bank) 


REMITTANCES cabled; ACCOUNTS opened in 
Australia for Overseas Banks, and every other des- 
cription of Banking and Exchange business transacted. 


INQUIRIES REGARDING AUSTRALIAN TRADE INVITED. | | Head Office: HELSINKI 


London Office: . 
11 LEADENHALL ST., E.C.3 (Helsingfors) FINLAND 


A. BUTTERWORTH, Manager. 








LLOYDS BANK LIMITED 


Head Office: LONDON, E.C. 3 


Chairman : Deputy-Chairman : 


J. W. BEAUMONT PEASE Sir AUSTIN E. HARRIS, K.B.E. 


CAPITAL SUBSCRIBED £73,302,076 
CAPITAL PAID UP - - 15,810,252 
RESERVE FUND - + 10,000,000 
DEPOSITS, &c. (31st Dec. 1928) 353,638,942 
ADVANCES, &c. = do. 187,155,085 


Over 1,800 Offices in England and Wales, and others 
in India and Burma. 





ONAL PROVINe), 
pier BANK AL 


tCiIMITED 
TOTAL RESOURCES 
Over +£310,000,000 


Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,250 Offices. Agents Everywhere. 





Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 


TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 


AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 





YOKOHAMA SPEGIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan) 


Capital Subscribed and Putty Pals - - Yen 100,000,000 
Reserve Fund .- - - Yen 105,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENcIEs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, "Nagoya. Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, ‘Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau. Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, iontes. E.C. 2. 
NOHARA, Manager. 





ALI 


Qkandinaviska Kreditaktiebolaget 

j—a leading Swedish bank with offices 

=4in Gothenburg, Stockholm and Malmo 

and branches throughout Sweden — will 

furnish you with any information on 
Swedish market and trade conditions. 


Telegraphic address: KREDITBOLAGET 


WATIOURL, BABE OC, EsrPr. 


FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND .- - . - - - £2,875,000. 

















London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


_EGYPT and the SUDAN. 


THE POLISH HANDBOOK d 


A Guide to the Country and Resources of the Republic cf Poland 


10/6 POST FREE 


Order from : 
Tue EpiTor, THE PoLisH HANDBOOK, 47a PORTLAND PLACE, LONDON, W.1I 
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UPON REFLECTION. 


A few minutes’ consideration of the needs of your 
business will show that your present manual 
telephone system is not satisfactorily meeting the 
enlarged demands of a growing organisation. 


The “Standard” Automatic System has been 
designed specifically for use under such circum- 
stances, and its installation will rapidly prove the 
saving of time in getting inter-departmental or 
house-to-house calls completed. 






















Before deciding upon an Automatic System, the 
outstanding merits of the “Standard” Automatic 
Private Branch Exchange should receive your 
consideration, and illustrated literature will be 
willingly forwarded if you will kindly send us a 
post card. 


Stondard 


Automatic Telephone 
Systems 


Srandard Telephones and Cables Limited 


Columbia House, Aldwych, London, W.C.2 
Telephone: HOLBORN 8765 (20 lines) 
Works: Hendon, North Woolwich, New Southgate. 
Branches : 


gy GLASGOW, LEEDS, BIRMINGHAM, MANCHESTER, 
LIVERPOOL, and DUBLIN. 
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National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 


94 Branches and Agencies throughout New Zealand. 








Authorised and Subscribed Capital ees hits £6,000 ,000 
Paid-up Capital , a £2,000,000 
Reserve Fund and Undivided Profits £2,165 ,572 
£4,165 ,572 
The National Bank of New Zealand, Limited, receives Deposits for fixed periods at 
“rates which may be ascertained on application, and conducts every description of Banking 
Business connected with New Zealand. ARTHUR WILLIS, Manager. 
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Commerz- und Privat-Bank 


Aktiengesellschaft 
(Established 1870) 


HAMBURG-BERLIN 


200 other places throughout Germany 

CAPITAL AND SURPLUS - RM 94,000,000 

ALL BANKING TRANSACTIONS 
Amsterdam: N. V. Hugo Kaufmann & Co.’s Bank 
New York: Konrad von Jlberg, 50, Broadway 


Cable address for main offices and branches “ Hanseatic” 





THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 _ RESERVE FUNDS £2,150,000 


Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE: 38 St. Andrew Square, EDINBURGH. 
REES GRIFFITH THOMAS, General Manager. . W. STEVENSON, Secretary. 


Over 190 Branches ieakidaad Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 


A. M. BONNER, L”- *: 


30 LIME ST. and 7 BLOMFIELD ST. 


LONDON, E.C.3 LONDON, E.C.2 
Tel: Tel. : 
Monument 0794 City 1956 





DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND 8 DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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Head A — » Lane World. 


ot: g2A—4129 


UPPOSE a large cheque is brought in to you 
for deposit, late on Saturday morning. Can 
you be sure that your clock is not slow, and 
that you are not accepting liability for 
interest after the customary hour? 
If you rely on a mechanical clock you can never be certain 


that it is right—even if it is regularly wound and adjusted. 
It is always liable to stop, to gain. or to lose without warning. 


On the other hand, with an installation of Princeps ‘‘ New System” 
Electrical Clocks there is never any doubt. There is perfect 
synchronisation of the correct time in all parts of the premises. 
The Princeps clock needs no winding and very little attention. 
Your existing clocks can be synchronised without changing 
their appearance in any way. May we explain how it can 
be done: 


Princeps 


NEW SYSTEM ELECTRICAL CLOCKS 
Write for full particulars 
Telephone Manufacturing Co., Ltd. 


HOLLINGSWORTH WORKS, WEST DULWICH, 
LONDON, S.E. 2r. 





GERMANY 


DUSSELDORF 
RHINELAND 


Palast-Hotel 


BREIDENBACHER HOF 


UP-TO-DATE COMFORT 
BAR GRILL ROOM 


Manager: Hermann Bieger 
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Assurance Company Limited. 
Head Office: BARTHOLOMEW LANE, LONDON, E.C.2. 
Marine Department: 2-6 Billiter Square, London, E.C. 3 

Established in 1824. 


Assets exceed £30,000,000. 


Directors: 
CHARLES EDWARD BARNETT, Chairman. 
LIONEL N. DE ROTHSCHILD, O.B.E., Deputy-Chairman. 











Sir [AN HEATHCOAT AMoRY;, BART., C.B.E. | EDWARD RALPHE Douro Hoare. 

THE VISCOUNT BEARSTED, M.C. R. M. HOLLANpD-ManrrTIN, C.B. 
FREDERICK CAVENDISH BENTINCK. Davip LANDALE. 

ALFRED FOWELL BUXTON. COLONEL WILFORD N. Ltoyp, C.B., 
JoHN CATOR. C.V.O. 

Lorp DatMeEny, D.S.O., M.C. | SIR CHRISTOPHER T. NEEDHAM. 
Major GERALD M. A. ELLIs. WILLIAM HEARD SHELFORD. 
FREDERICK CRAUFURD GOODENOUGH. | ARTHUR JAMES STEWART TODD. 

THE MARQUESS OF HARTINGTON, M.P. | HENRY ALEXANDER TROTTER. 

C. SHIRREFF HILTON. RICHARD DURANT TROTTER 





THE ALLIANCE 
grants 


INSURANCES OF ALL KINDS: 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND and CAPITAL REDEMPTION. 
FIRE. 

MARINE. 

BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE. 
FIDELITY GUARANTEE. LIVE STOCK, 
BOILER and MACHINERY INSURANCE and INSPECTION. 








COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 








# Particulars of any of the above will be sent on application to the Company. 





AAAS ota # 


TO OTOTOR ORO Ute a cea sta 50a04 0502 £¥a ite 30az01 Rs ite 0c ee Lea Zee Lea iva Zea ncaea.tea tec tee tenets cteceeits cece eter Te 


<9 


AHA 


ee 


THRACE 


MS 


ee 
it: co . # AED 


3s 


ite che 





ee 
ee 





a ct i tt i i i it i i i i i i i ti tirtitil 














THE 


BANKER 


THE BANKER 


IS PUBLISHED BY EYRE AND 
SPOTTISWOODE LIMITED, HIS 


MAJESTY’S PRINTERS, FROM 
9 EAST HARDING STREET, 
LONDON, E.C.4 
* 


THE ANNUAL SUBSCRIPTION 
RATES ARE AS FOLLOWS :— 
BY POST IN THE UNITED 
RINGDOM, ..600 506.00 £1 130 
BY POST TO CANADA.. {I 13 0 
BY POST ELSEWHERE 
MET. o.4:0'0:4 0600s £1130 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS ARTICLES. 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF RESPONSIBLE FOR 
ARTICLES SENT HIM 


* 


BRENDAN BRACKEN, EDITOR 


NEW YORK CORRESPONDENT : 
MR. HENRY PARKER WILLIS, 
COLUMBIA UNIVERSITY 


PARIS CORRESPONDENT: M. 

JOSEPH CAILLAUX, SENATEUR, 

ANCIEN PRESIDENT DU CONSEIL, 

II2 BOULEVARD HAUSSMANN 

BERLIN CORRESPONDENT: DR. 

GUSTAV STOLPER, BELLEUVESTR 
14 BERLIN W.9 


APRIL, 1929. 
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A Banker’s Diary 





February—March 


THE committee of experts which for some weeks past 
has been investigating the reparation problem (see 
February issue) issued on March g in 
Re 0 Paris a statement regarding a tentative 
Plan proposal laid before them for the estab- 
lishment of a new international bank to 
undertake various duties in connection with repar- 
ation, and possibly inter-ally debt, payments. It is 
suggested that the projected bank should receive and 
disburse German payments; facilitate and finance 
deliveries in kind; and co-operate with existing banks 
in the marketing of any bonds which might be created 
for the commercialisation of German annuities. It 
might in addition receive deposits, at the same time 
avoiding competition with existing banks. As to manage- 
ment, the bank would be non-political, international, 
and “‘ free from any dominating financial relationships.” 
The authors of the scheme believe that it would aid 
in the work of stabilising exchanges and steadying 
business conditions generally. Discussion of the plan 
was to proceed forthwith. The Committee, while em- 
phasising that the scheme was subject, after further 
examination, to rejection in whole or in part, stated 
the belief that “‘in order to achieve a final settlement 
it will be necessary . . . to do away with 
a great part of the temporary war-time machinery 
that was created to collect reparations, and for this, 
if possible, to substitute a permanent peace-time 
machinery.” 


EARLY in March it became known that the Reichsbank, 
following a steady decline in its exchange holdings 
. due to pronounced weakness of the reichs- 

y ee mark, had sold rmk. 46 millions of gold. 
Although the Reichsbank is under no 


obligation to redeem its notes in gold, the authorities 
have in the past expressed their willingness to sell 
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the metal in the event of the exchange reaching gold 
export point. Thanks to earlier imports (see January 
issue), the gold holding is still well above the legal 
requirement. The Reichsbank return for March 7, 
as compared with that for a week earlier, showed 
a decline of rmk. 12} millions in the gold held abroad 
and of rmk. 333 millions in the internal stock. The 
metal was understood to have been sold to America. 


AT the meeting of shareholders of the National Bank 
of Czecho-Slovakia, towards the end of February, 
Czecho- it was announced that the Government 
Slovak would shortly introduce a bill providing 
Monetary for final stabilisation of the crown at 
Proposals a new parity. The proposed gold content 
would give a parity of 164.25 crowns to {1, corresponding 
closely to the rates current for several years past. 
For the last three years the National Bank has been 
required by law to keep the exchange within fixed 
limits in relation to the dollar, these limits corresponding 
to rates of about 161 and 168 crowns to £1. 


EARLY in March, at the general meeting of the Swiss 
National Bank, steps were taken towards the establish- 
; ment of a gold exchange standard. Pro- 
— Gold vision was made for the resumption of 
moet oY full redeemability of notes in gold coin 
if and when the central banks of the 
leading countries are placed under a similar obligation. 
Meanwhile redemption is to take place, on demand, 
in gold coin, gold bullion or gold exchange at the 
option of the National Bank. 


THE official estimates of the current items in the 
balance of payments of the United Kingdom for 1928 
were made public towards the end of 


ee February and were fully explained in 
Faabeaie the Board of Trade Journal for February 


28. At the same time the figures for 
earlier years (see March 1928 tssue) were revised. 
The import surplus on merchandise, bullion and specie 
account in 1928 was £359 millions (cf. £390 miullions 
in 1927). Shipping earnings were placed at £130 millions 
(cf. £140 millions), and income from overseas invest- 
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ments at {285 millions, the same as in 1927. Altogether 
the surplus of “invisible” exports was put at {508 
millions (cf. £504 millions), which, set against the 
visible import excess, left a balance of £149 millions 
for investment overseas. The revision of the figures 
for previous years raised the 1927 surplus for investment 
to {114 millions, and converted the deficit of £7 millions 
in 1926, as formerly computed, to a surplus of {9 
millions. The 1928 net result compares with a surplus 
of £181 millions in 1913, when the general price level 
was considerably lower than at present. 


THE final report of the Committee appointed in July 
1924 “‘to inquire into the conditions and prospects 
of British industry and commerce, with 

oo. special reference to the export trade” 
Report Was published about the middle of March 
(Cmd. 3282, H.M. Stationery Office, 5s. 6d.; 

for ref. to previous reports see May, 1928 issue). The 
report contains numerous suggestions, including recom- 
mendations designed to secure greater flexibility in 
the system of safeguarding of industries. In the 
section dealing with capital and financial facilities 
the opinion is expressed that “full employment in 
our exporting industries . . . can only be attained 
in the near future if there is a substantial increase 
in the export of capital.” As to banking facilities, 
particularly as affected by bank amalgamations, the 
conclusion was reached that adequate loan capital 
was available for British industry, at moderate charges, 
provided reasonable security could be given, and that 
industry was better served by the banks at present 
than before the amalgamations. No good reason was 
found for the supposition that competition between 
the banks was in any immediate danger of elimination. 
A recommendation is made for the publication of 
statistics of banking turnover. A retrospect is given 
of the return to the gold standard and subsequent 
events, while concerted action between central banks 
is emphasised as desirable with a view to stabilising 
the value of gold. Seven members of the Committee, 
including five who signed the main report, submitted 
a memorandum expressing the view that the report 
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was “inadequate to the serious situation in which 
our country finds itself’? and recommending “an 
extension of public control over many departments 
of national life hitherto excluded from it.” 


THE “ Melchett-Turner’’ Conference on industrial 
Reorganisation and Industrial Relations (see March 
Conference *SS#e) adopted on March 12 a joint 
on Industrial interim report on unemployment. The 
Reorganis- report recommends for immediate adoption 
ation specific measures of alleviation, and 
indicates certain basic remedies to which attention 
is to be devoted in the immediate future. Among the 
recommendations is one calling for an immediate Govern- 
ment inquiry into currency and banking policy, to 
be participated in by representatives of industry and 
finance, in order to ensure in the future that the special 
interests of industry are safeguarded and furthered. 
Another recommendation is that every effort should 
be made by the Treasury and the Bank of England 
to put into effect the proposals of the Genoa Conference 
of 1922, designed to stabilise the value of gold. 


On February 27 in the House of Commons the terms 
were announced of an agreement between the British 
; ; and Irish Free State Governments regard- 
a See ing the return of British silver coin conse- 
- quent upon the issue of a distinctive 
Irish token-currency. Over a period of roughly ten 
years a total of £750,000 of silver coin is to be accepted 
by the British Treasury at its par value. The aggregate 
amount of British silver coin in the Free State has 
been estimated at about £1,500,000. 


THE volume of new issues is still large, though overseas 
issues have been few, probably as a result in part 
of the higher Bank rate. An offer of 

Pe id {2 millions of 6 per cent. sterling bonds 
ma at 944 on behalf of the Chilean Government 
was oversubscribed. So also was an issue of 

$10 millions of 5 per cent. secured debentures at 98 on 
behalf of a well-known Swedish trust company. Industrial 
offerings in great variety were again numerous, and issues 
by trust companies continued to reach large proportions. 
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On February 25 the Java Bank raised its discount 

rate by 4 to 44 per cent. The Federal .Reserve Bank 

of Dallas raised its rediscount rate from 

— 44 to 5 per cent. on March 1. This 

change left only three of the Reserve Banks 

operating the lower rate, the other nine, including the 

New York Bank, working on a 5 per cent. basis. The 

Bank of Italy raised its discount rate from 6 to 7 per 
cent. on March 13. 


The Committee of Experts 
and the Proposal for a New 
International Bank 


T is obvious that two views can be held of the some- 
I what vague proposals contained in the official 
communiqués issued on March 10 by the Committee of 
Experts now sitting in Paris. The first is purely cynical 
and interprets the suggestions put forward in a pessimistic 
spirit. The Committee is unable to reconcile the divergent 
opinions entertained on the subject of Germany’s capacity 
to pay, and with an eye on the public opinion of the world, 
desires to hide its failure on the main point at issue by 
producing a new piece of machinery which will earn the 
admiration of those who believe in international organi- 
sations for their own sake, yet which will leave the 
fundamentals of the situation absolutely unchanged. 
There is this justification for so sombre a view, it may be 
argued, that the tragi-comedy of Versailles was staged 
in much the same way. The idealists were reconciled 


to the Treaty by the organisation of the League of . 


Nations: the realists were reconciled to the League of 
Nations by the remainder of the Treaty. Need we be 
surprised if something of the same sort happens again ? 
Those who argue in this way forget two things. The 
eminent individuals who compose the Committee of 
Experts are not politicians flushed with victory and 
poisoned by the secret intrigues, the hatreds, and the 
bitterness of four years of massacre, bloodshed and an 
almost intolerable nervous strain. They are experts in 
that best sense of the word which implies a power of 
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subordinating wishes to possibilities together with a know- 
ledge of adjusting means to ends. In the second place, 
the world to-day desires not revenge, but a settlement, 
and a settlement which can be defended on the grounds 
of its inherent fairness; which must, therefore, win 
assent in Germany as well as in the creditor nations. 
The efforts of the Conference may be fruitless in the end, 
but the atmosphere in which the Conference meets, let 
us thankfully recognise, bears no resemblance to that 
of 1919: for between that year and this spring there 
lies the economic history of a decade richer in disaster 
and more awful in its lessons, than any epoch since the 
Thirty Years War. For that reason we believe that the 
proposal for a new International Bank requires serious 
and objective discussion. It opens up new and immense 
possibilities: but the difficulties to be faced are very 
real and should be frankly recognised. 

Among the possibilities are: a final separation of the 
political and the financial and economic aspects of 
Reparations and Inter-Allied Debts; a new centre for 
the co-ordination and discussion of Central Banking 
Policy; and the introduction of new machinery for the 
solution of the technical problems involved in transfer, 
whether of Reparations or of Inter-Allied Debts. The 
difficulties increase as one passes from the creation of new 
instruments of administration to the effective liquidation 
of outstanding indebtedness. And, in the end, it must 
be confessed, the fate of the new machinery turns upon 
the last point. The price which has to be paid for getting 
rid of political influences in the Reparations Question is 
the payment of reparations: unless the creditor govern- 
ments get their money, they will continue to concern 
themselves with the problem, and so long as they concern 
themselves with it, the new machinery may be given 
what names one will, but the essential realities will remain 
unchanged. For that reason the essential preliminary 
question is : can the new machinery do anything to solve 
the problem of transfer? It must not be forgotten that 
Germany at present possesses, under the de facto Dawes 
Plan, one most valuable element of protection: namely, 
the limitation on the rights of the creditors imposed by 
section XIII of the Plan, which, together with Annex 
No. 6, sets up a Transfer Committee and confers upon 
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it a right of veto on transfers in excess of the market 
capacity to yield supplies of foreign exchange: the 
alternative to transfer being an accumulation of funds in 
Germany up to a limit of five milliards of marks. This 
“Transfer Clause ’’ is Germany’s sheet-anchor, and the 
new International Bank would either have to be given 
the powers of veto possessed by the existing Transfer 
Committee, or function so adequately that, in spite of 
the absence of such protection, Germany’s position 
would, in fact, be not less favourable than it isnow. The 
only alternative, viz., that Germany should barter 
her rights under the Transfer Clause away in return 
for a reduction in the annuity to be paid (a proposal 
now actually under discussion in Paris), is a tacit con- 
fession that a change in machinery is no valid substitute 
for a reduction in the burden imposed, and is, in fact, 
a recognition of the truth that the fundamental questions 
lie elsewhere than in the field of administrative recon- 
struction. 

What, in fact, can a Bank do that existing machinery 
could not? The Allies insist upon payment, and the 
payments can only be made by taxing the German people 
in the first instance, and then by a complicated process of 
increasing exports or reducing imports, or both, using the 
proceeds of that taxation to acquire foreign exchange. 
Merely to call the machinery by which the foreign 
exchange required is ultimately obtained a “ Bank”’ 
does not alter the fundamentals of the situation at all, 
unless the existence of this institution somehow is made 
to affect the volume of foreign exchange available for 
' transfer purposes. Putting all minor technicalities on one 
side, the existence of a Bank does make this difference : 
that if it involves some pooling of reserves, a net economy 
of reserves is possible: in other words, an international 
bank in which all the Central Banks held balances could 
effect a net reduction in the aggregate gold and foreign 
exchange holdings required by all of them put together, 
on the well-known principle that a single bank with a 
given number of branches requires a smaller aggregate 
reserve than the same number of branches organised as 
independent banks would have required to keep. In this 
way a loan fund could be built up available to meet 
temporary difficulties in the way of transfer: the loan 
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fund could be lent to the Reichsbank and be transferred 
by it to the Central Banks of the creditor countries. If 
this way is chosen, in the end it means, not a reduction in 
the aggregate gold and exchange balances held, so much 
as an increase in the liabilities against which they are | 
held, and the transfer problem is solved by a little 
temporary inflation in the recipient country or countries, 
which will stimulate imports and allow Germany to pay 
the exchange necessary to repay her loan to the Inter- 
national Bank. On these points, the essential ones, it 
must be confessed that the official communiqué throws 
little or no light, though something of the kind is hinted 
at in the passage that the new Bank “ might, if desired, 
receive both clearing and investment deposits. The 
large amount of foreign exchange which normally it 
would hold would fit it for this clearing function, and, as 
a reservoir of foreign exchange, it might be of distinct 
service to existing central banks.’”’ But whatever 
economy in reserves is possible in this way, and however 
the realised economies are made available as a fonds de 
voulement, it is clear that as a contribution to the 
fundamental problem of continuous and effective transfer 
of the annuities, they go but a very little way. 

To achieve even such economies, moreover, it is 
necessary that the Central Banks should all be prepared 
to keep accounts at the new Institution. We agree that 
this step would in no way involve the creation of “a 
superbank to exercise a dominating influence over 
existing institutions.”” Any central bank could, if it 
desired to do so, under the conditions imagined, as now, 
inflate local credit and pay the price for it by losing its 
clearing balance to the other banks; just as any central 
bank restricting credit would no doubt find its clearing 
balance at the International Bank increasing in amount. 
This will not prevent the new Institution from being 
exceedingly useful. It can act as a continuous centre of 
discussion and will replace the necessity for that Con- 
ference of Central Banks which is always being demanded 
and which is never convened, largely because co-operation 
between central banks demands a species of organisation 
which is capable of continuity, whilst all that a Conference 
can do is to lay down principles of action, leaving it to 
other organs to convert principles into policies. If a 
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beginning is made with the pooling of reserves a vital 
step will have been taken towards the end underlying all 
the demands for a Conference of Central Banks, i.e., 
economy in the monetary use of gold. An organisation 
which could bring up for continuous discussion the 
problems connected with Reparations and the Gold 
Standard, and would ensure their consideration in an 
environment’ which will be “non-political, must be 
international and free from any dominating financial 
relationships,’ is worth a good deal of effort to achieve. 
Nevertheless, it would be futile to overlook that it is 
threatened with danger from two sides: from the side of 
those idealists who see in it the beginnings of a “‘ League 
of Nations Bank” and who will frighten away the 
practical bankers, who may begin to ask what will 
happen to their reserves and to their power of influencing 
local discount rates ; and from the side of those nationalistic 
bankers who refuse to see that the re-establishment of 
the Gold Standard has forced certain common problems 
to the front, and that an atomistic treatment of those 
problems is bound to end in universal confusion. 


Credit Restriction Efforts in the 
United States 


By H. Parker Willis 


HE month of February in the United States 

has been almost wholly occupied, so far as banking 
is concerned, with the effort to bring about a 
definite policy of credit restriction in practice, and to 
restore a measure of liquidity in the portfolios of 
Reserve banks. As a result, an immense amount of 
friction both in business and financial circles, as well 
as among public men, has developed. The month, 
therefore, has been productive chiefly of a more definite 
alignment of party groups and a sharpening of the 
issues with regard to credit. Little or no falling off 
has been effected in the volume of credit outstanding 
or in the portion of it which is devoted to sustaining 
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speculative transactions. The following brief compara- 
tive table shows the position of member banks in ror 
principal cities at the close of February as compared 
with the corresponding situation a year ago : 


Jan. 30, 1929. Feb. 27, 1929. Week. Year. 
Loans and Investments, total ... $22,175,000,000 $22,338,000,000 +$158,000,000 +-$1,010,000,000 
Loans, total ... ‘ _ 16,122,000,000 16, 366,000,000 + 178,000,000 +- 1,145,000,000 
On securities aes ae 7,438,000,000 7,573,000,000 *-+- 133,000,000 + 1,019,000,000 
All other eas oe see 8,084,000,000 8,793,000,000 *-+- 45,000,000 -+- 126,000,000 
Investments, total eee one 6,05 3,000,000 5,972,000,000 — 19,000,000 — 135,000,000 
U. S. Govt. securities sn 3, 101,000,000 3,042,000,000 — 25,000,000 ++ 97,000,000 
Other securities oes 2,952,000,000 2,930,000,000 + 5,000,000 — 231,000,000 
Reserve with F. R. banks as 1,759,000,000 1,746,000,000 — 4,000,000 — 3,000,000 
Cash in vault P “ ea 244,000,000 246,000,000 — 7,000,000 + 4,000,000 
Net demand deposits eae we 13,395,000,000 13,387,000,000 + 128,000,000 — 306,000,000 
Time deposits... = wins 6,893,000,000 6,879,000,000 + 12,000,000 + 262,000,000 
Government deposits oo noel 84,000,000 36,000,000 - 7,000,000 -+- 2,000,000 
Due from banks ... aes ios I,121,000,000 I,135,000,000 — 9,000,000 — 31,000,000 
Due to banks oe eee 2,867,000,000 2,859,000,000 - 19,000,000 —- 514,000,000 
Borrowing from F. ’R. banks — 580,000,000 712,000,000 + 75,000,000 + 357,000,000 
+ Increase. — Decrease. * Feb. 20 figures revised. 


Remembering that the brokers’ loan advances in 
the New York district as reported by the New York 
Stock Exchange at the close of February were approxi- 
mately $6,678,000,000 as against $4,322,000,000 a year 
ago, a reasonably clear picture of the entire situation 
is furnished. The Principal changes during the month of 
February, (or since the credit restriction policy was 
definitely resolved upon) have amounted merely to a 
lessening of brokers’ loans by a nominal amount, 
approximately $56,618,000, and the curtailment of 
demand deposits at the banks whose condition is above 
set forth by about $8,000,000, while loans increased 
$163,000,000. The reserve banks have shown little 
change in gold. They held at the close of February 
$2,686,846,000 in gold, against $2,667,184,000 a month 
earlier, but their reserve ratio has increased somewhat 
since low point and stood at 69.9 per cent. at the 
end of February, a figure estimated to be equivalent 
to about 6.3 per cent. of all outstanding member bank 
credit—against which of course it is to all intents and 
purposes the sole reserve. 

During the month, three important outstanding 
statements on the condition of credit have come from 
the System. The first was a statement issued by the 
Federal Reserve Board on February 2_ generally 
cautioning the banks of the System against the further 
engagement of their loans in the maintenance of 
speculative commitments. They were cautioned that 
it is no part of the duty of a Reserve bank to make 
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loans to members either for the sake of enabling them 
to engage in speculation, or for the sake of maintaining 
a speculative position already assumed. This letter 
was in the hands of all Reserve banks well before the 
roth of February, but apparently produced little effect. 
A sharp clash ensued among the directors of sundry 
of the Reserve banks; and, knowledge of the situation 
reaching the ears of stock market operators, a decisive 
recession of values occurred during the first week in 
February. Recovery from this depression took place 
as soon as the various interests became convinced that 
the attitude adopted was theoretical rather than practical. 
No advance in discount rates was made by the Reserve 
Bank of New York, notwithstanding that some such 
action had been feared, and no other action of a 
specific kind was taken until the third week in February 
when a letter was sent out by the Reserve Bank of 
New York to its member banks in which the latter 
were cautioned against asking for rediscount accom- 
modation if they were at the time extending their 
credit to customers for the purpose of carrying securities. 
During the same week, the Federal Reserve Bank of 
Philadelphia likewise sent a letter to its customers 
in which a similar position was taken, but in which 
the prohibition of rediscounting was chiefly directed 
against those banks which were thought to be making 
loans to persons not included among their “ regular 
customers entitled to accommodation ’’—that is to say 
those who were regularly engaged in stock market 
speculation. As the Reserve Bank of New York was 
understood to have sent its letter chiefly to “out of 
town ”’ banks, rather than to New York City institutions, 
the financial community accepted the action of both 
Reserve banks as being only a very partial and incomplete 
step, more intended for psychological influence than 
for direct effect upon the discount situation. Thus 
far, the time has not been long enough to permit 
of any positive judgment as to the real influence which 
may be expected ultimately to follow from this measure. 
But it remains to be seen whether the halting effort 
at reducing speculative credit which has thus been 
taken will have any practical results. Great increases 
in call money rates during the first week of March, 
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with short reactions in stocks, have. thus far been the 
only effect of what has been attempted. 

In fact, the difficulty of curtailing credit in the 
United States has proven to be almost insuperable. 
During the month of February, the Federal Reserve 
Bank of New York raised its buying rate for acceptances 
from approximately 44 per cent. to 5? per cent. for 
acceptances of longest maturity (120 days) the figure 
thus being substantially above the discount rate which 
continued firm at 5 per cent. Nevertheless, with an 
outstanding body of acceptances, estimated at the opening 
of March at about $1,100,000,000 to $1,200,000,000, 
the reduction which was effected in amounts held by 
the Reserve Banks proved to be little more than 
nominal, amounting by the close of February to not 
more than $150,000,000, or little more than the falling 
off in total acceptances issued. The trquble in the 
situation is, of course, that a large percentage of the 
total acceptances that have been made for some time 
past have been in effect frozen paper. Indeed, bank 
officers now frankly state that the acceptances have 
been made, in about 50 per cent. of cases, practically 
as accommodation paper, and without being subject 
to the restrictions and limitations which had originally 
been thrown around them in the endeavour to ensure 
that they should be genuine representatives of liquid 
credit. It would seem, then, that even a very substantial 
increase in rates, can under present conditions, makes 
only a small impression upon the immense mass of 
stubborn credit, issued in the first place for all sorts of 
purposes and largely without reference to the established 
canons of banking liquidity. 

There has been another development that was well 
enough recognised for a long time past, but never 
assigned the weight to which it was entitled until 
now. This is the Treasury position. Secretary Mellon’s 
term of office, which is just closing (to be succeeded 
by a new tenure, of unknown but probably brief 
duration), finds the United States with a vast amount 
of short-term Treasury bills outstanding of which fully 
$1,900,000,000 mature during the year 1929. Plans 
are now under way for the refunding of a large block 
of these securities which will be coming due within 


B 
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a few weeks; and thereafter the Department will be 
more or less continuously dependent upon the money 
market for assistance. Of course, in these circum- 
stances, and with call rates which have gone back to 
such figures as 8 and 10 per cent., the Department 
faces very costly financing conditions, besides being 
face to face with a situation in which the banks, by 
reason of the credit restrictions placed upon them, may 
not be very ready bidders, at any price. The issue of 
certificates announced for March 15 bears 4? per cent. 
interest. The Treasury Department, therefore, is well 
understood to be opposed to credit restriction, and 
inclined to advocate a continuation of liberal policies. 
as against those Reserve bankers who have been at 
length sufficiently frightened to consider it necessary 
to put on the brakes. There is no denying that this 
attitude of the Treasury Department, even if it were 
not openly expressed, would be a serious factor in the 
situation, since of course every one knows the position 
in which the Department is placed and feels the necessity 
of allowing for it as much as possible. Secretary 
Mellon’s prestige as a government financier has un- 
doubtedly declined in grave measure, now that the 
results of his policy are well known, but the condition 
thus created perseveres and presents very great 
difficulty in the task of relieving the portfolios of 
the Reserve banks of the large burden of certificates 
which they have been carrying. The chances are that 
they will be called upon, and urged, to increase their 
portfolios of this paper rather than to decrease the 
amount carried. During the month of February, there 
was some temporary success in effecting a reduction, 
the amount held being cut by about $35,000,000 or 
perhaps 18 per cent. of the total on hand at the 
beginning of the month. Meantime, however, bills 
secured by government paper have grown by $84,000,000, 
an increase of 16 per cent. In general, this branch 
of credit, like that represented by acceptances, has 
proven exceedingly stubborn and inelastic. 

Of course, the question of brokers loans has again 
been under practically constant discussion, but without 
the development of any feature of fresh interest. The 
outstanding brokerage loans at the end of the month 











CREDIT RESTRICTION 15 


show only a moderate range of variation as compared 
with the amount outstanding at the beginning. 
According to the Stock Exchange, the total loans to 
its members made by banks everywhere amounted to 
about $6,440,000,000 at the beginning of January, 
$6,735,000,000 at the beginning of February, and 
$6,678,000,000 at the beginning of March. There have 
been fluctuations from week to week as shown by 
the Federal Reserve Board’s reports, but they have at 
no time been such as to indicate any decided reversal 
of the trend. On the contrary, there has, if anything, 
been steady movement toward a larger and larger use of 
credit in speculation—such changes as have occurred 
being merely temporary fluctuations. All this is 
as might have been expected, since the market very 
early made up its mind that there was no reason 
for believing that the banking authorities intended 
to proceed in any serious way toward a _ drastic 
curtailment of credit. This thought was sustained 
by the rather weak reply which the reserve Board sent 
on February 27 to the U.S. Senate, in response to an 
inquiry which the latter had addressed to it regarding 
the question what legislation, if any, it was prepared 
to recommend for the purpose of controlling speculation. 
The Board answered that it had no legislation to suggest, 
but that it had had the speculative question constantly 
in mind with a view to seeing what could properly 
be done by way of improvement. This statement 
ment naturally aroused questions in the minds of the 
public at large, owing to the fact that the Board had 
so recently announced that it did not regard itself as the 
arbiter of speculation, and had nothing to do with it 
except by way of cautioning the Reserve banks to keep 
out ofit. Ifit in fact has had the speculation “‘ problem ”’ 
constantly under advisement, yet has never been able 
to find any solution of it, the natural conclusion to be 
drawn is that it recognizes its inability to do anything, 
and cannot reasonably be expected to interfere with 
what is going on at the present time. From this it is 
not a long step to the conclusion that any interference 
with existing conditions is hardly to be foreshadowed, and 
that matters may be considered likely to go on as at 
present for at least some time to come. 
B2 
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It has been customary for certain groups in the com- 
munity to say that, as soon as real demand for funds 
showed itself in commercial directions, current lending 
power would be syphoned off into those branches of 
business, and the whole situation would automatically 
correct itself. As in so many other cases, however, the 
actual direction of affairs is quite different from that 
which had been theoretically foreshadowed. The new 
financing of the U.S. Steel Corporation is instructive in 
this connection. On February 26, the Steel Corporation 
announced its intention to call in its outstanding 5 per 
cent. bonds and to offer to its shareholders about 
5,000,000 shares of new common stock, thereby raising 
its outstanding share capital to 12,500,000 shares. 
At that time, U.S. Steel stock was selling at from $175 
to $180 a share, an annual dividend of $7 being payable 
on each share. It was generally (although unofficially) 
reported that the issue price of the new shares would be 
150. Assuming that that proves to be the case, it is 
clear that the Corporation will be getting its capital 
at distinctly less than 5 per cent. (the present rate of 
interest it is paying on its bonds), while it will have 
relieved itself of the annual sinking fund requirements, 
as well as of the necessity of providing for a fixed sum 
in interest each year. Undoubtedly the transaction will 
be successful. It will afford a good example of the 
ability of the large industrial corporation to sell its 
common stock at present in the New York market, 
on better than a 5 per cent. basis. By no means all 
of the new capital will be used in retiring the old bonds, 
a considerable portion of it being available for new 
improvements and extension. Yet this substantial 
draft on the market for capital coincides with a further 
increase in the amount of brokers’ loans outstanding, 
and itself gives rise to a fresh wave of speculative 
excitement in the market. What the Corporation has 
done is entirely independent of the permission or 
control of any bank or banks, and is an example of 
the new basis of corporate finance and credit in the 
United States to-day. 

Another development of a quite different sort deserves 
to be brought into consideration by the side of this large 
piece of corporate financing. This is the plan for the 
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union of the Guaranty Trust Company and the National 
Bank of Commerce (both of New York City), which, 
after being steadily predicted for a good while, was 
actually made known officially on the 26th of February. 
The merger thus effected is in itself not particularly 
noteworthy, except for the fact that it brings together 
under one management a greater volume of assets 
than is possessed by any other American bank. What 
is interesting about it is that it gives further striking 
testimony of the tendency towards consolidation 
movement in the United States. It is obviously 
moving along the same lines that have been mapped 
out in Great Britain, and if left to itself will result 
in the establishment of a small number of very 
large institutions. These institutions may legally 
establish branches, practically to the extent that they 
desire within the cities in which they are located, while, 
through holding companies and otherwise, they are 
reaching a point at which they will shortly be able to 
set on foot nationwide branch banking. This nation- 
wide branch banking will, of course, transcend the 
borders of the several Federal Reserve districts, while 
the establishment of very large banks in a few districts, 
notably New York, Chicago and San Francisco, is 
bringing the banking organization to a point at which 
such banks will be very largely able to act independently 
of the Federal Reserve System, and thus to emancipate 
themselves from the restraints theoretically imposed 
by central banking. By the development of a virtual 
branch system, such large banks could enable local 
institutions in the other reserve districts to proceed with 
their own policy independently of the advice or wishes 
of local Reserve banks. This is a condition of affairs 
which makes strongly against any such poicy of credit 
restriction as the Reserve System has tentatively been 
trying to inaugurate. In the course of the past few 
weeks, its effects have already been seen in the reluctance 
of Reserve banks to come to grips with the very large 
city banks. Their tendency is more and more to consider 
themselves as exerting an influence chiefly over the 
banks in secondary cities and in the country. Consoli- 
dation of banks is even further advanced in such cities 
as Chicago, Cleveland, Detroit and Pittsburg than it is 
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in New York. The movement in fact is already very 
well developed in practically every part of the United 
States. 

There remains for consideration the question how 
the banking and credit restriction policy has operated 
in connection with new capital issues, and whether it 
has succeeded in holding down the tendency to enlarge- 
ment in any branch of the market, even though it may 
have failed to bring about curtailment in commercial 
banking. Perhaps the best answer to this query is 
afforded when we note that the total amount of new 
financing done in the New York market during the 
month of January was $703,000,000 as compared with 
$999,000,000 in 1928, while the total amount of new 
financing done during February was $1,021,000,000 as 
compared with $847,000,000 during February 1928. 
The advance has also been quite striking as compared 
with the later months of 1928. No indication of ability 
to restrain the expansion of new securities issues of any 
kind has been afforded; but, instead, of that, the efforts 
of originating houses, although not as successful as many 
of them would like, have nevertheless been carried 
to a more advanced point than ever before. The 
facts in the case have been noted by the Federal 
Reserve Board in its annual report for 1928 (which was 
published on the first of March). In this report, excep- 
tional attention is given to the changing condition of 
the banks and it is stated that “ growth of security 
loans in 1928 accompanied by an extraordinary growth in 
the securities market, and a rapid advance in security 
values,’”’ while it is further noted that “ active industry 
and trade in 1928, was accompanied by growth in the 
demand for bank credit, both for financing security 
transactions and for commercial purposes, and there 
was also a large growth in the use of acceptances for 
financing the storage and marketing of crops. The 
banks investments showed little change for the year, 
while their loans on securities increased rapidly.’ At 
a later point also, the report notes, with a touch of 
seriousness, the situation of the Federal Reserve System 
from the credit standpoint, as follows :— 


In recent years, the most rapid expansion of bank credit has 
heen in the direction of increasing the use of bank funds in invest- 
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ments and in loans on securities. Between the middle of 1925 and 
the middle of 1928, member bank holdings of investments increased 
from $8,863,000,000 to $10,758,000,000, and their loans on securities 
from $6,718,000,000 to $9,068,000,000. At the present time, of the 
total volume of nearly $35,700,000,000 of loans and investments 
of member banks more than 57 per cent. are either in investments 
or in loans on secutities. Securities thus underlie considerably more 
than half of the outstanding volume of member bank credit. The 
proportion of bank credit that is based on securities has been rapidly 
increasing. 

Thus are borne out by official testimony, the indica- 
tions that are furnished by contemporary observation, 
and it becomes plain that on the securities side, expansion 
and not contraction is both the order of the day, and 
the probability of the future. 

In summing up, therefore, it must be definitely 
concluded that the effort at bank restriction which was 
definitely undertaken on a concealed basis about the 
beginning of January, and on an open basis about a month 
later, has once more proven, so far as experience has 
furnished any indication, a complete failure. There has 
been no contraction, either in the speculation market, 
securities issuing, commercial bank borrowing, or in the 
acceptance branch of Reserve bank operation. The 
warnings of the Reserve System have proven without 
avail, and thus far the management has not had the 
courage to try the raising of the discount rate. The 
sole remaining policy, thus far untried, that of getting 
a general agreement among the larger banks, whereby 
all would unite in placing a definite limit to the 
expansion of credit, is by some regarded as practically 
out of the question until an entirely new situation 
has been developed—one that is considerably more severe 
than that which exists at the present time, and one 
which offers a more serious threat to the maintenance 
of a solvent position. 

In reviewing the failure of this effort at credit 
restriction, it is well worth while to inquire whether 
there is any reasonable ground for believing that control 
of the situation can be regained without some serious 
credit disaster, and whether there is, any intention on 
the part of government authorities to make an effort 
to develop some new policy looking in the direction of 
such control. In the annual report of the Reserve 
Board just issued, to which reference has already been 
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made, a disquisition of some length on the subject of 
‘“ banking policy and credit policy,’”’ is inserted. In 
a general way, the purport of this section is to draw 
a line of distinction between banking policy and credit 
policy, the former being said to be the policy of the 
Reserve bank toward the situation of individual members, 
while the second is said to be the influence exerted 
through open market operations and other similar 
transactions upon prevailing rates and credit conditions 
generally. The control furnished by banking policy 
can be applied, it is said, only to banks that are 
borrowers. This would seem to mean that it can be 
applied only to country banks for the most part, since 
the city banks are less and less inclined to borrow by 
rediscounting. Control, or influence in the actual money 
markets of the country, then, must be exerted through 
open market policies, and as to these, the Board remarks 
that it is always necessary to balance against one another 
“the advantages and disadvantages that are likely to 
follow a given course of action.” It is pointed out that, 
while high money rates may moderate speculation, 
they may result in a higher cost of credit to all lines of 
business, and may ultimately disturb the gold position. 
This makes it difficult, according to the official view, 
to adopt a definite policy on the subject. However, the 
major duty of the reserve banks is seen as “ the 
continuous provision of credit at reasonable cost in 
amounts adequate for the requirements of trade and 
industry, and the safeguarding of our gold reserve which 
is held in trust to meet future needs, against unduly 
rapid absorption through expansion of credit.” 

These cryptic words evidently leave the policy to be 
adopted for the future quite as indefinite as it has ever 
been. They are interpreted by the financial community 
as pretty definitely implying that no further official 
attempt to restrict credit in any genuine way beyond 
what has already been undertaken need be seriously 
looked forward to. If that be the case, the experience 
during the month of February may be taken as typical, 
and it may reasonably be inferred that expansion will 
go on without any genuine let or hindrance. 
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The International Bank Scheme 
By Joseph Caillaux 


(Senateur, ancien Président du Conseil) 


Experts began its sittings; but it does not yet 

seem to have found any solution of the problem 
which it had to consider. Nor is this surprising. Three 
months ago, when examining the Committee’s task, 
I indicated the difficulties which would face it and 
the obstacles it would encounter in any attempt to 
reach an understanding on the amount of the German 
debt. Events have not disproved our forecast. From 
the information which is available, it seems that the 
first parleys disclosed such a wide.divergence between 
the views of creditors and of debtors, that, by mutual 
agreement, the principal point of controversy, the 
settlement of which and the very problem which the 
Committee was called to solve, has been postponed 
until the end of the conference. Nevertheless, even if 
the more controversial questions have been temporarily 
ruled out it is impossible that financial experts of the 
standing of those now met in Paris should collaborate 
for so long without producing some interesting suggestions. 

Of the suggestions which have emerged, the chief 
is that for the establishment of an International Bank 
for the settlement of war debts. The statement in 
which the experts announced their scheme presented 
it with modesty. There was to be no question of a 
super-bank with a predominant influence over the 
banks now in existence; merely a new organ, whose 
creation is called for by the increasing necessity of 
co-operation between the central banks. In their anxiety 
to avoid any wounding of susceptibilities, the experts 
have emphasised that it is their intention to provide 
“a means of collaboration, not of direction.” 

Anyone conversant with the problem of inter- 
national finance must appreciate how important would 
be the creation of such a bank, directed by “ personalities 
of experience and of international reputation,’ and 
specialising in the conduct of foreign exchanges and 


if is now over a month since the Committee of 
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transfers. But the list of tasks proposed for it by 
the Committee of Experts shows that, in reality, the 
activities of the bank will have a wider range than 
those of a mere connecting link between the banks 
of issue. To its management there will be entrusted 
the collection of German reparations payments, the 
commercialization of the reparation debt, the adminis- 
tration, in marks and foreign currencies, of the funds 
yielded by these operations, and the financing and 
distribution of payments in kind. The financial and 
economic power of the bank throughout Europe will 
be without equal. There can be little doubt that 
among its charges there will also be included the 
administration of inter-Allied Debts. Whatever name 
may be given to it by its founders, it will be but a 
short while till the bank becomes, in every sense of 
the term, the Bank of Europe. 

Nor, in my view, is this any objection. An organisa- 
tion for financial unity is an undoubted step towards 
that monetary unity which [ have advocated since 
1920; and little by little we might be led to the 
economic unity which seems to be the only means 
of salvation for the material foundation of European 
civilisation. But the experts whose official statement 
opened no such large perspective though the conclusion 
is one which their premises embrace—name no Bank 
of Europe, but an International Bank. That part of 
the bank’s management should be in American hands 
is not an unreasonable assumption, or is at least a 
point which must have suggested itself to the mind 
of its founders. For without a doubt the United 
States is in a position to supply “ personalities of 
experience and of international reputation”’ in such 
tasks. The real problem is, however, of a different 
nature. 

The relationship of America to Europe is a peculiar 
one. The chain of debts by which Europe is bound 
lies ultimately in her hand; any movement for cancelling 
out of those debts between the nations she has ever 
been unwilling to encourage; and deliberately she holds 
herself aloof from the difficulties which are created 
by her claims. It is over these difficulties that the 
Committee of Experts will fail, if fail it does; for, as 
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we demonstrated in a previous article, it is from the 
debt of Europe to the United States that arises the 
wide gap between the Allies’ figures and those of 
Germany. Will it also be among the duties of the 
International Bank to administer the transfer of funds 
for the debts of Europe to the United States? Is 
one to suppose that through it the debtors of the 
United States also will be admitted to dealings on a 
commercial basis, with an international financial institu- 
tion which is managed “ according to sound business 
principles”’? If so, the creation of the new organ 
may be considered as an important step towards the 
financial liquidation of the war. For we still hold 
the view that all international debts cannot be met by 
annuities spread over more than half acentury. But once 
all settlements of debts and transfers are entrusted to 
qualified technical experts, there will not fail to be 
found some among those experts to devise a means 
of meeting and to carry out the great task of com- 
pensation and cancellation. 

The true problem is how best to manage existing 
liabilities, and how provide Europe with a financial 
organisation which will best enable her to face the debts 
which she has concluded on the other side of the Atlantic. 
If these debts are outside the administration of the 
International Bank now about to be created, its 
activities, however skilled their conduct, must run the 
risk of ending in an impasse. The bank’s very creation 
would raise serious objections. Not only would an 
incontestable hegemony in Europe be in its hands, 
but the control of her entire economic and _ financial 
life; and the predominance of American financiers in 
the bank’s management might easily lead to an American 
suzerainty. There would be no longer any question 
of experts contributing their expert advice, nor of 
an Agent-General of Reparations Payments employing 
of his individual abilities. The bank would be in a 
position superior to that of any other bank in Europe, 
but its activities would be confined to this continent. 
Our prospect will be obscure if its board of directors 
is not reserved for Europeans. 

For it to become a truly International Bank, where 
the United States will have her due place, it would 
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be necessary for it to deal not only with European 
problems but with the whole international problem 
of debts. It would then secure from the United 
States the same support as it now has from Great 
Britain, France, and their Allies, that is, an agreement 
to the gradual adaptation of claims to the real possibilities. 
On the day when the International Bank proceeds to 
a general cancellation of debts, and on that day only, 
will it bring to the world that state of peace which its 
founders regard as its end. . 


Central Bank Bulletin 


BANK OF ITALY 


‘= net earnings of the Bank of Italy for 1928 
amounted to 57,366,000 lire, against 58,118,000 
lire for 1927. The dividend remains unchanged 
at 60 lire. During the last few months speculation in 
the bank’s shares sent them up to an _ unjustifiable 
price from which a considerable setback subsequently 
occurred. 
NATIONAL BANK OF BELGIUM 

The meeting of the shareholders of the National 
Bank of Belgium has approved the accounts for 1928. 
The Governor’s report pointed out the strength of the 
bank’s position, and the improvement in the economic 
and financial situation of the country. The absorbing 
capacity of the Belgian capital market is shown by 
the amount of new issues floated in Belgium during 
1928 which was 12,000,000,000 francs. The bank is to 
open a branch in Luxembourg. This will be the first 
central bank branch abroad. 


Swiss NATIONAL BANK. 


The shareholders’ meeting of the Swiss National 
Bank has passed the modifications required to be 
made in the Bank’s statutes for the return to a gold 
basis. For the time being, the National Bank has the 
option of redeeming its notes either in coin, bar gold, 
or exchanges drawn on centres having a gold basis. 
In the last case the exchange rate must not exceed 
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the gold export point of Swiss coin to the centre on 
which the exchange is drawn. As soon as certain 
representative foreign central banks resume the redemp- 
tion of their notes into gold coin the Swiss National 
Bank will also return to the full gold standard. The 
metallic cover has to be at least 40 per cent. of the 
note circulation, and has to be kept in Switzerland. 

Dr. Bachmann, chairman of the board, stated that 
the moment had arrived for the return to a gold basis. 
The franc has been kept stable at its parity for a long 
time, and the situation of the country’s balance of 
payments is favourable. The deficit in visible trade, 
of about 500,000,000 francs per annum, is more than 
offset by tourists’ spendings in Switzerland, and the 
vield on foreign investment. 


BANK OF FINLAND. 


The net earnings of the Bank of Finland were 
144,200,000 marks for 1928, compared with 116,660,000 
marks for 1927. Working expenses have been reduced 
from 28,000,000 marks to 25,000,000 marks. 

The bank will increase its share capital from 
500,000,000 marks to 1,000,000,000 marks, by a gradual 
transfer of the necessary amount from the reserve 
account to the capital account. Until the process 
is completed, half the annual net profits will be 
transferred to the reserve funds. 


BANK OF NORWAY 


The Bank of Norway earned a net profit of 11,200,000 
kroner for 1928, against 14,700,000 kroner for 1927. 
An amount of 13,000,000 kroner has been written 
off for losses on exchange difference, resulting from 
the stabilisation of the krone. In addition, 1,710,000 
kroner has been set aside for further possible losses. 
The dividend has been maintained at 8 per cent. 


CZECHOSLOVAK NATIONAL BANK 


At the annual meeting of the Czechoslovak National 
Bank, the Governor, Dr. Pospisil, made a statement 
upon the establishment of the gold exchange standard. 
The net profits amounted to 86,876,000 crowns, against 
50,100,000 crowns for 1927. 





26 THE BANKER 


NATIONAL BANK OF ROUMANIA 

The return of the National Bank of Roumania, 
dated February 7, which is the first to indicate 
the changes brought about by the Stabilisation Law, 
shows an increase of the amount of the gold reserve 
from 255,869,747 lei to 8,258,564,225 lei. Government 
advances were reduced from 10,678,975,705 lei to 
4,000,000,000 lei. 

BANK OF PORTUGAL 


The net profit of the Bank of Portugal for 1928 
was 13,417,000 escudos, against 13,238,000 escudos for 
1927. The dividend remains unchanged at 40 per 
cent. The turnover increased from 44,619,000,000 
escudos to 49,874,000,000 escudos. Discounts increased 
from 982,000,000 escudos to 1,066,000,000 escudos. 


BANK OF LATVIA 


The net profits of the Bank of Latvia increased 
from 4,800,000 lats in 1927 to 5,700,000 lats in 1928. 
An amount of 1,400,000 lats was written off for losses. 
The bank will modify its statutes and will confine its 
activities to those of a central bank proper. 


BANK OF LITHUANIA 


The net profits of the Bank of Lithuania for 1928 
amounted to about 5,000,000 litas. Its deposits in- 
creased to 80,000,000 litas. 


BANK OF DANZIG 

The meeting of the shareholders of the Bank of 
Danzig approved the accounts for 1928. It was stated 
at the meeting that no change in the official rediscount 
rate may be anticipated. It was also stated that 
since the bank will be unable to raise its dividend 
above 8 per cent. the existing price of its shares was 
unjustified. The dividend for 1928 has been fixed 
at 74 per cent. 

YUGOSLAV NATIONAL BANK. 


The National Bank of the Kingdom of Serbs, Croats 
and Slovens earned a net profit of 79,100,000 dinars 
for 1928 against 75,000,000 dinars for 1927. A dividend 
of 400 dinars has been declared. 
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Law Keports. 


HOSE of our readers who take any interest in 
the principles of law applying to gambling in 
stock exchange transactions may care to read the 
careful judgment of Mr. Justice Rigby Swift in the 
case-—-Weddle, Beck & Co. v. Hackett (1929) 1 K.B. 321—- 
published this month. In short it was a case of a 
gambling in differences arranged between a_half- 
commission man and Hackett (the defendant). The 
firm with which the half-commission man worked (the 
plaintiffs) made actual purchases on the defendant’s 
behalf and neither they nor the jobbers were parties 
to any gaming transaction, but dealt out and out on 
behalf of the defendant, Hackett. It is interesting to 
observe that Hackett did not succeed in his defence of the 
Gaming Act, 1892. In the course of his judgment 
Swift, J. cited at length the very cogent reasoning of 
Scrutton, L.J. on the principle underlying these cases as 
given in Ivemonger & Co. v. Dyne, commented upon in a 
recent issue Of THE BANKER. There is nothing new 
in the case and it merely applies the law as so well 
restated by the Court of Appeal in Mrs. Dyne’s case. 
In adjudicating upon a claim by the Hong Kong 
and Shanghai Banking Corporation, the Anglo-German 
Mixed Arbitral Tribunal (Division A) have again em- 
phasised their decision in the case of Dresdner Bank v. 
August Ries (Recueil VI, p. 621) upon a dissolved 
guarantee. The particular claim was against H. Vogelsang 
& Co. for Hong Kong 19,784.35 dollars under a guarantee 
dated October 3rd, 1913, whereby these German defend- 
ants guaranteed to the Banking Corporation all liabilities 
of a Shanghai firm up to Mexican 20,000 dollars; and, 
for Hong Kong 12,065.61 dollars plus interest in respect of 
four bills of exchange drawn by the defendants on the 
guaranteed firm and discounted by the claimants before 
the outbreak of war. As to the second part of the claim— 
the Hong Kong 12,065.61 dollars—the Tribunal gave 
certain directions for particulars to be supplied. But 
as to the guarantee up to Mexican 20,000 dollars the 
Tribunal gave an interim decision. From the books it 
appeared that the guaranteed firm’s accounts with the 
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claimants showed an outstanding balance of Hong Kong 
19,373-88 dollars on August 4th, 1914. From that date 
up to December 31st, 1918, when the account was closed, 
the claimants credited the guaranteed firm with sums 
amounting in all to Hong Kong 16,808.26 dollars. 
Although other sums were withdrawn by the guaranteed 
firm from August 4th, 1914, to the closing of the account, 
the Tribunal decided that it was only the difference 
between the amount outstanding at August, I914, and 
the sum of the payments in—namely 2,565.62 dollars—- 
which constituted the “ pecuniary obligation” out- 
standing at the closing of the account for which the 
defendants were now liable under the guarantee. That 
is to say, the contract of guarantee was dissolved by 
Article 299 (a) of the Treaty of Versailles as from August 
4th, 1914, and, in accordance with the decision of the 
Tribunal in the Dresdner Bank case, sums advanced by 
the claimants to the guaranteed firm after that date 
could not be regarded as “ pecuniary obligations ”’ 
arising out of the dissolved guarantee. The only “ pecu- 
niary obligation’’ excepted from the dissolution of 
the contract of guarantee was the amount owing to the 
claimants on the date of the dissolution and the defendants 
were under the guarantee liable to pay this amount 
except to the extent to which it had not later been 
paid off by the guaranteed firm or otherwise extinguished. 
In short the amount due crystallised at the date of the 
dissolution of the contract by war, and, if the claimants 
chose to treat the account as unbroken and continuous, 
subsequent payments in by the firm guaranteed went to 
redeem the debt due as against the guarantors. 

Judgment on this guarantee claim was entered accord- 
ingly leaving the rest of the claim_as to the discounted 
bills to await the further particulars ordered. 





In the March number of the Law Reports (Appeal 
cases) appears a full report of the final determination in 
the House of Lords of the case of Reckitt v. Barnett, 
Pembroke & Slater, Lid., noted in THE BANKER (December 
number 1928). The reference in the Law Reports is 
(1929) A.C. 176. Our readers will, by reference to the 
facts as reported in our previous issues—-and probably 
from recollection, recall the facts of the case—how Lord 
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Terrington, as the attorney of Sir Harold Reckitt, 
draws a cheque in such capacity to pay a private debt 
of his own. The company take such cheque and make 
no inquiry. It is decided that they cannot retain the 
proceeds as against Sir Harold Reckitt. The value of the 
fuller report lies in the succinct and admirable judgments 
of Lord Dunedin and Lord Sumner, supporting, by close 
and more compact reasoning, the same conclusion as that 
come to in the leading judgment of the Lord Chancellor 
(Lord Hailsham). Viscount Dunedin puts it in very 
compact form: (1) The respondents know that the debt 
for the car was for one that Lord Terrington was pur- 
chasing on his own behalf; (2) On the face of the cheque 
two things were apparent: that it was Reckitt’s account 
that was being drawn on, and that Lord Terrington in 
drawing the cheque purported to act as Reckitt’s 
attorney; (3) the respondents made no inquiry and 
took the cheque for what it was worth—-“ it follows in 
my opinion that they cannot keep Reckitt’s money 
which was paid to them to their knowledge to liquidate 
Lord Terrington’s private debt.” 

And Lord Sumner, referring to the “‘ acute difference of 
judicial opinion ’’—that is, the decision of the majority 
of the Court of Appeal, upholding the claim of the 
respondents as against the trial judge and Mr. Justice 
Russell (as he then was) in the Court of Appeal— 
demolishes the majority of the Court of Appeal and adds 
words that emphasise the point we commented upon as 
applying generally to general powers of attorney, which 
are (without express provision to the contrary) read as 
applicable only to the proper conduct of the principal’s 
affairs. All the Law Lords agreed that the moment 
one knew the fact that Lord Terrington was paying his 
own private debt from out of his principal’s banking 
account and that the circumstances were such that the 
recipients of the money knew it, they could not retain 
as against the principal unless they could show that 
the principal assented to or had ratified such payment. 
The judicial differences of opinion did not involve a 
dispute as to this proposition, but arose from differing 
inferences as to whether the facts disclosed such notice o1 
knowledge. 
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In (1929) 1 Ch., at page 277 (March number of Law 
Reports) is reported a case before Mr. Justice Maugham, 
which, as the learned judge observed, raised questions of 
considerable importance in relation to sales with the 
approbation of a judge in a debenture-holders’ action, 
and, the judge added “ as such sales are now very common 
it may be useful to consider the position in regard to 
them.” 

As a lesson of the case the judge stressed the value of 
the usual practice of inserting in a contract for sale of 
property in a debenture holders’ action entered into by 
a receiver appointed by the Court, a clause fixing the 
date by which the approval of the Court must be 
obtained. When that is done time is made of the essence 
of the contract and where difficulty arises in obtaining 
judicial approval in time agreement for extension of time or 
the procedure under Order 51, rule 1 (0) may be invoked. 

In the case adjudicated upon, however, although 
the contract provided for the sale being subject to the 
approval of the Court, no time was fixed for the obtaining 
of such approval—“ clearly, therefore, the approval must 
be obtained within a reasonable time.’”’ Maugham, J., in 
this case, did not think it reasonable that the contract 
should be approved well after the date for completion and 
after the conditional purchasers had repudiated it and 
reclaimed their deposit. 

So often are bankers interested, indirectly perhaps, 
in these purchases from or sales by receivers appointed 
by the Court that it is well to observe the facts of this 
case and the general observations made by the judge 
thereupon. 

The date of the conditional contract for the sale of 
certain real property for the price of {23,075 was 
October 31st, 1927, and a deposit of £2,307 Ios. was 
paid. The date of completion was on or before December 
31st, 1927, and by a clause of the contract it was 
provided that the contract was subject to its being 
approved and sanctioned by the Court, and in the event 
of its not being so approved, it was to become void, 
and the purchasers were to be entitled to be repaid 
their deposit. The receiver took no effective steps to 
obtain the sanction of the Court and the contract 
had not been sanctioned when on January 16th, 1928, 
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the purchasers’ solicitors wrote to the debenture holders’ 
solicitors, repudiating the contract and demanding the 
return of their deposit money under the clause noted 
above. That letter stated that the scheme which was in 
mind by the purchasers for the promotion of a company 
for the acquisition of the land for a greyhound racing 
track had been rendered impossible owing to the delay 
incompletion. In June, 1928, a summons was taken out 
in the debenture holders’ action for an order confirming 
the contract and in November it came before Maugham, J. 

In the circumstances of the case the judge held that 
‘““a reasonable time cannot be later than the date fixed 
for completion.”” He gives his reasons —-not because the 
time fixed for completion is in all cases adhered to— 
but “ the contract was entered into by the receiver, not 
as agent for the owners, but as an officer of the Court, 
and therefore by a person who had himself no title to the 
property whatever.’ The clause as to obtaining sanction 
of the Court was a condition precedent which had to 
be observed before the contract would be binding as 
contract for sale. In such a case “ the very existence of 
the mutual obligations is dependent .on the performance 
of the condition.’”” The learned judge reviewed the 
precedents and declared—as undoubtedly the law is, 
that a condition precedent to the validity of a contract 
for sale of land must prima facie, in the absence of express 
provision (in this case as to time of obtaining sanction of 
the Court), be fulfilled before the date fixed for com- 
pletion. Hence “the delay in obtaining the approval 
of the Court, apart from the definite repudiation by 
the purchasers in January last, has, I think, entitled the 
purchasers to object to specific performance of the 
contract here in question.” The result of this decision 
was that the purchasers were held to be entitled to the 
deposit plus any interest accrued thereon. 

The moral of this case is plain. Either, in such a 
conditional contract a time should be fixed for obtaining 
the sanction of the Court, or such sanction ought to be 
obtained before the date fixed for completion unless an 
agreement for extension of that time is arrived at. 

The new Companies Act, 1928, is not yet in force save 
as to the provision regulating house-to-house canvassing 
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for shares. The rest of the Act awaits an Order in 
Council. It is on the Statute-book, but inoperative until 
such Order “releases’’ it for performance. Probably 
it never will be in force and a real consolidating substitute 
embodying its provisions together with the framework 
of the existing statutes will be produced. This brief 
statement is in answer to one or two questions we have 
received. The general provisions of the new Act have 
already been noted in THE BANKER but it is at present 
in a state of suspended animation. 


The German Banks in 1928 


From Our Berlin Correspondent 
“Tee four ““D” banks have now published their 


balance sheets, and a survey may be made of 

the development of German banking during 1928. 
Among the leading banks, the Commerz- und Privatbank 
is the only one which, at the time of writing, has not 
published its accounts. But since the monthly publica- 
tion of balance sheets has been introduced the annual 
accounts have lost much of their interest. Tendencies 
may be distinguished as they emerge during the course 
of the year, and a good guess made of what dividend 
will be declared. Thus it was known this year that the 
banks would maintain the dividends which they paid 
last year. 

The balance sheets of German banks are surprisingly 
strong. It was taken for granted that the difficulties of 
1928, which was a year of Bourse dullness and scarcity 
of money, would have a marked effect on them. The 
enormous Bourse profits of 1926 and the smaller though 
still substantial profits of 1927 were no longer available ; 
issuing business was stagnant; schemes of industrial 
enterprises for the increase of their capital were rarely 
successful, and the issue of loans provided little benefit. 
In these conditions the major part of the loans issued 
by the banks were difficult to place, and all banks have 
probably suffered more or less substantial losses on 
them. But these and other losses were compensated 
by the development of current and routine business, 
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and the substantial increase in credits and deposits. 
The turnover actually increased by over one-third. Net 
vield did not, of course, keep pace with this expansion ; 
for the margin between deposit rates and loan rates 
has further contracted under the pressure of competition 
and the banks have been forced to consent to higher 
deposit rates in order to attract funds. There was, 
besides, the competition of foreign banks and of German 
private banks to be met—a competition whose effect 
must not be underestimated, for it has noticeably 
restricted the former monopoly of the commercial 
banks. 

Moreover, in Germany, as in the United States, 
it is becoming increasingly common for large industrial 
enterprises instead of depositing their liquid resources 
with the banks to lend them direct to the Money 
Market. The largest corporations, such as I.G. Farben- 
industrie, Siemens, &c., have a finance department 
of their own, and are under no necessity of doing their 
business through a bank. If they have funds at their 
disposal they inquire for the bank deposit rates and, 
when the terms offered are not sufficiently attractive, 
lend their funds to the Bourse. If, on the other hand, 
they require funds, they seek direct credits abroad, 
where sterling, dollar or guilder credits are to be had 
at rates cheaper than those charged on the home 
market. In credit transactions with smaller concerns the 
private bankers play a much more important part 
than before the war. For foreign loans, on which 
Germany is largely dependent, the private banker may 
act as intermediary, and be at some advantage over 
the big bank, which is less subtle, and is handicapped 
by considerations of prestige. 

In the 1928 balance sheets of all ‘‘D”’ banks, 
foreign credits play a very important part. The exact 
percentage of Creditors which foreign credits supply 
is disclosed in the annual balance sheet only, not in 
the monthly balance sheets. The average of this 
percentage at the end of 1929 was about 33 per cent. 
For the annual accounts there is, of course, some 
“ window-dressing,’”’ as all banks endeavour to appear 
as liquid as possible, and indicate that about two-thirds 
of their foreign credits is covered by foreign bills and 
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balances abroad. It is not known what proportion 
of these assets is acquired shortly before the end of 
the year; it is an open secret, however, that the great 
extent of Germany’s floating external indebtedness is 
causing considerable worry. 

The following figures compare the balance sheets 
of the “‘ D”’ banks for 1928 with those of 1927 :— 

~— - a 








In Mill. | Deutsche *Disconto- Dresdner Darmstiidter und 
Reichsmarks. Bank. Gesellschaft Bank. National Bank 
| | 
1928. 1927. | 1928. 1927. | 1928. 1927 1928. 1927. 
Share capital . 150-00 150°00 135°00 135°00 100-00 100°00 60-00 60-00 
Reserves ne 90°00 77°50 66°50 64°50 32°00 30°40 55°00 50-00 
Acceptances 104°85 90°25 88°45 95°71 86-46 99°09 80°47 72°56 
Creditors e 2,453°59 | 1,572°37 | 1,767°57 1,421°37 2,112°54)| 1,6040°1I4 | 2,052°62 1,503°91 
Cash , 95°88 87°52 86-89 75°30 62°75 46°19 92°39 65°27 
Balances with | 
other banks 241°20 237°07 gS0-40 196° 32 310° 34 220°55 270°10 217°66 
Bills 672°47 4$31°67 524°60 378-50 507° 33 fI1°O3 550°86 427°71 
Contango loans. 157°54 132°96 122°73 95°82 114°34 86-11 138-68 109° 61 
Advances against | | 
merchandise 317°37 177°95 294°39 170°08 379° 44 } 2Ir-l4 266-38 130°69 
Securities . 35°00 32-00 17°29 | 16°39 28-98 | 25°54 25-00 23°21 
Debtors. 1,186-04 | 1,007°10 721°90 | 686+ 43 868-69 | 803-89 889°25 727°39 
Syndicate invest | 
ments 35°00 35°00 40°34 31°33 Iz°32 13°63 25°00 23°94 
Permanent in- | 
vestments in 
affiliations 25°87 25°98 37°86 37°23 31°24 | 27°97 24°00 21°49 
7°49 | 30°04 30°71 25°00 25°00 


Premises, et 45°00 45°00 19°04 17° 


lotal of balance 
sheet 2,920°o 2,320°00 2,075°55 | 1,735°49 2,340°78 1,584°80 2,312°66 1,771 °97 


Profit from in 


terest... 50°00 57°94 38°14 33°67 | 36°04 32°60 34°32 33°34 
Commissions 72°06 68-88 39°30 39°35 39°96 42°21 41°02 40°16 
Security and other | 

earnings ° 3°75 Ir*45 5°43 12°50 2°30 1°75 5°00 5°00 
Gross profit 128-09 129°12 85°57 84°51 78-31 76°59 80-34 78°51 
Expenses go-15 gI*13 59°33 58-44 58-05 56°66 56-19 55°11 
Taxation . 13°74 13°23 10°85 10°27 7°54 7°49 10°04 9°40 
Net profit : 25°79 25°52 15°68 16°18 13°41 13°07 16°71 16°27 
Dividend per cent 10 10 10 | 10 10 10 12 12 





Turnover in mil- 
liards we | 225° | 207°80 170°0 55°81 | 225°5 185-0 220°0 170-0 








* Combined figures of the Disonto-Gesellschaft and its affiliated banks. 


After the increases of the previous two years the 
share capital of the “‘D” banks remained unchanged 
in 1928. Creditors, on the other hand, have increased 
by about one-third. The rise has been greatest with 
the Deutsche Bank, the excess of whose figures over the 
other banks was more pronounced in 1928 than at 
any time since the inflation. On the whole, however, 
the expansion of all “‘D”’ banks is more or less even. 
As already explained net proceeds have failed to keep 
pace with the expansion. Profits from interest and 
commission increased only slightly, by about 2 to 3 
per cent. on the average. But this is little guide to 
the profit which has really been earned, for all banks 
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pursue a somewhat arbitrary policy in the accumulation 
of hidden reserves; and it may be taken for granted 
that the yearly earnings of the banks differ much 
more widely than is shown by the published figures. 

This year the Deutsche Bank has gone out of its 
way to emphasise the strengthening of its hidden 
reserves, to which, out of its released property in the 
United ‘States, it has added 6,000,000 reichsmarks, 
placing only 7,000,000 reichsmarks to the open reserves. 
The policy of the banks in general is particularly 
arbitrary in dealing with profits on securities and on 
participations. It is characteristic that, in the accounts 
of the Deutsche Bank, and, this year, for the first 
time, in those of the Darmstaedter und Nationalbank, 
securities and participations are shown in round figures 
of millions of reichsmarks. The Darmstaedter und 
Nationalbank calculates its profits under that head 
at 5,000,000 reichsmarks, which is the same as last 
year, and again adds that amount to its reserve funds, 
so that the dividends are paid exclusively out of 
interest and commissions. The reserves of the Darm- 
staedter und Nationalbank have reached 60,000,000 
reichsmarks, and equal the bank’s share capital, which 
was fixed at a low figure when the accounts were 
placed on a gold mark basis, and has not since been 
raised. On the whole, however, it may be taken that 
the increase of hidden reserves was less this year than 
in previous years. The ratio of expenses to gross 
receipts remains unsatisfactory. Despitea rationalisation 
which, in the last years, has reduced bank staffs by 
about one-third, and has introduced machinery wherever 
its introduction has been possible, expenses in every 
bank exceed 80 per cent. of the gross profits, compared 
with the 35 per cent. to 40 per cent. which was usual 
before the war. It is hard to see now where any 
further saving could be made; wages cannot be brought 
lower than they are now, and the turnover of business 
is increasing. 
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Mr. Lloyd George and Unemployment 


S1r,—In the course of a speech at Llanfairfechan on 
March 16th of this year, Mr. Lloyd George remarked : 
“Tf you drowned me to-morrow in one of Lord Melchett’s 
chemical vats, unemployment would still remain ”’ (T7mes 
report, March 18th, 1929). Therein, indeed, he spoke the 
truth. For Shakespeare long ago had noticed that 
“the evil which men do lives after them,” and the sack 
of Great Britain arranged during the “‘ Palmy Coalition 
Period ”’ has still got to be paid for by a few more years 
of hard work and little remuneration. Undoubtedly the 
immediate decease of the Arch-Inflationist would not 
abolish unemployment, though there is reason to believe 
that such an event would mitigate the evil to a consider- 
able extent, since a disturbing element would thus be 
removed and people could go about their business with 
a confidence which they can never feel so long as the 
interests of the community are liable to be sacrificed to 
the requirements of that person’s political ambitions. 

Those of us who are responsible for carrying on the 
real work of the nation and for providing our neighbours 
with regular work at a satisfactory wage, have acquired 
the habit of glancing at such productions as Mr. Lloyd 
George’s “‘ We can conquer Unemployment ”’ and pitch- 
ing them into the waste-paper basket. The past career 
of that person has shown that he will say anything and 
everything that might accelerate his return to power. 
But his most recent bid for office deserves more considera- 
tion, since it is based upon a falsehood even more cruel 
than those which were circulated during the General 
Election of 1918. The fundamental lie is contained in 
the sentence: ‘‘ The work put in hand will reduce the 
terrible figures of the workless . . . to normal propor- 
tions . . . and will not add one penny to national or 
local taxation.”’ 

That the statement is cruel the reader will agree 
when he remembers that several hundreds of thousands 
of the million and a quarter persons on the live registers 
of the Labour Exchanges are men who really do wish for 
employment and are desperately unhappy because they 
cannot obtain it. To suggest to such men that, by 
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voting for one of the Personal Fund candidates whom 
Mr. Lloyd George has tossed upon the electorate, they 
can be certain of regular employment is surely as callous 
a falsehood as could be imagined. 

That it is a falsehood, an examination of the pamph- 
let proves beyond doubt. The proposals put forward 
therein involve the raising by loan of a very large sum 
and spending it in carrying out certain relief works. 
The relief works in question do not actually consist of 
digging holes in the ground and then filling them up 
again. But they are to be works largely of that nature, 
since they involve duplicating our transport system at 
a time when our railways are dying for lack of freight. 

That further extensions of our road system are sheer 
waste is proved by the figures given in the pamphlet 
on p. 10. It is there stated that, “if all the existing 
1,900,000 motor vehicles in the country were placed in 
line on the classified roads there would be one for every 
35 yards of road.”” He adds that “if the growth should 
continue at the same rate during the next five years, 
by 1931 (stc) we shall have over 3,000,000 motor vehicles.” 
Let us consider these figures and what they really mean. 
At the most, only one in four of the vehicles would be 
in motion on a classified road at any moment. That is 
to say, at present each one would have r40 yards of road 
to itself, and in 1931 it would have 88 yards—a degree 
of traffic congestion which fails to fill me with horror, 
though I admit that politicians, who have enriched 
themselves to the extent achieved by Mr. Lloyd George, 
may find this a nuisance when touring in their big- 
high-speed cars. 

A colossa] amount of money has already been thrown 
away in the construction of roads since the war, and, as 
[ pointed out recently during the course of a debate in 
the House of Commons, some of those roads could well 
be used as hard lawn-tennis courts, since the amount of 
traffic using them is insufficient seriously to interfere 
with the game. Mr. Lloyd George, however, cannot 
resist that temptation which assails all modern political 
charlatans, and must needs declare that we are in urgent 
need of more and more arterial roads. Having thus 
begged the question, and having drugged his readers 
with many pages of ornamental writing, he at length 
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proceeds to describe the rotten finance of his scheme, 
which is based upon the fallacy that there is a vast 
amount of savings lying idle which could be used without 
in any way affecting the monetary situation. On Pp. 54 
we read: “It is quite wrong to assume that all sav ings 
available for investment are always being fully utilised.’ 
To substantiate this very questionable statement he 
quotes Mr. McKenna’s remark to the shareholders of the 
Midland Bank at the last annual meeting: “ Time 
deposits represent broadly money awaiting investment 
or money for which no trading use can be found for the 
moment. Demand deposits are essentially money in 
active use in business.’’ As every one engaged in 
industry ought to know, that dictum is a fallacy in the 
form given above. What Mr. McKenna would have said 
if he had really thought the matter out is: ‘‘ Demand 
deposits are money for which the defositor expects to find 
early and active use in his own business. Time deposits 
represent money for which the depositor has no trading 
use at the moment.” Both demand and time deposits 
are readily available for trading uses by other customers 
of the bank; in fact, both industry and commerce are 
largely financed by those deposits. How, for example, 
are we industrialists to get our foreign bills discounted, 
unless the banks have these deposits ? 

All saving inevitably reduces the price of credit and 
to that extent brings within the limits of practicability 
further enterprises. For there are always numerous 
schemes of a “‘ borderline’ type, which cannot come to 
fruition unless credit is cheap enough to render it 
probable that the demand for their products can be 
satisfied profitably to the undertaker. 

At present Mr. Lloyd George appears to have a call 
upon the services of Mr. J. M. Keynes whenever he wishes 
for support in his schemes for returning to power. 
Hence I was not surprised to find, in a recent issue of 
a newspaper, two columns of adulation contributed by 
that ci-devant economist. In support of the fallacy 
which I have dealt with above, he writes: ‘‘ The notion 
that saving and investment are always exactly balanced 
—is an unfounded delusion.” 

Mr. J. M. Keynes writes in the same article with 
regard to the Lloyd George scheme: “It will, I hope, 
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divert a considerable amount of what is now being lent 
to foreigners,—enough to relieve the present strain on 
the Bank of England, etc.’’ Let us be bold enough to 
examine this view of the matter and see whether Mr. 
Keynes has any real ground for his hope. People lend to 
foreigners for one reason only: that, for equal security, 
they offer a higher rate of interest. Hence the only way 
of restraining lending abroad is to raise interest rates 
at home. Clearly Mr. Keynes has this in his mind, and 
perceives that the Development Loan would raise interest 
rates at home, and to a corresponding extent would 
reduce loans to foreigners. For he admits: “ It will be 
necessary to offer a rate of interest which can compete 
with foreign borrowers.’’ How, then, can he argue that 
the Lloyd George scheme costs nothing? And how can 
he argue that the strain on the Bank will be relieved ? 
The inevitable result of the flotation would, on his own 
showing, be a raising of the discount rates on the open 
market which would compel the Bank to raise the official 
rate in response. The cost of carrying the floating debt 
would rise to a corresponding extent and the taxpayer 
would pay. 

Mr. Keynes adds: ‘‘ How much margin there is for 
borrowing without using inflationary methods cannot be 
safely predicted.’’ Here he is wrong again, for there is 
never any such margin. All borrowing is at least 
temporary inflation. If the proceeds of a loan are used 
in such a way as to increase wealth, and if a part of that 
increase is then added to capital, deflation is effected. 
In fact, all sound industrial enterprise involves cycles of 
temporary inflation followed by deflation, each cycle at 
its termination leaving capital resources at a higher level 
than at its beginning. But this can only take place 
when there is production of wealth, 7.e., of things which 
people want. If the product is something, such as roads, 
which are not immediately required and which can only 
add to the wealth of the nation very slowly (if at all), 
then the inflationary period of the cycle is unduly 
prolonged, and enterprises which cater for immediate 
wants are burdened by higher prices of capital. 

Borrowing £145,000,000 for road construction must, 
as Mr. Keynes admits, raise interest rates; that is to say, 
it is an inflationary operation. The spending of that 
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£145,000,000 on roads inevitably reduces the earning 
power of the railways, which are already working far below 
their capacity. Reducing earning power means reducing 
capital resources. Thus a heavy expenditure upon the 
duplication of our transport system not only freezes for 
a long period a large amount of capital otherwise liquid, 
and therefore available for real productive enterprise, 
but also destroys existing capital. In both these ways 
the Lloyd George policy would raise interest rates, and 
would thus increase taxation, both local and national. 

The extension of the franchise to the paupers makes 
it a political impossibility to stop up the gaping leaks 
through which our national resources pour in the form 
of “‘ Social Reform.’’ Hence there can be little reduction 
of the burden of taxation except through lower discount 
rates for Treasury Bills and favourable conversions of 
national debt. The Lloyd George scheme, as Mr. Keynes 
admits, cannot fail to raise interest rates. Mr. Lloyd 
George’s statement that his plans “ will not add one penny 
to national or local taxation” is, therefore, simply 
untrue. 

A scheme of borrowing in order to carry out over 
a period of two years’ work, for which there is obviously 
very little demand, leaves us when the money is spent 
faced with the same unemployment problem accentuated 
by the fact that we shall have a further burden of debt 
hanging round our necks, and to that extent unemploy- 
ment will actually be increased or the general level of 
teal wages reduced. 
Yours faithfully, 

AUSTIN HOPKINSON. 


National City Bank. 


T is announced that an agreement has been reached 
| between the National City Bank and the Farmers 

Loan and Trust Company, according to which the 
former assumes the control of the latter. The Farmers 
Loan and Trust Company will retain its identity, but 
will confine its activities to those of a trust company. 
As a result of this transaction, the National City Bank 
will remain the leading American commercial bank. 
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Banking Crises after the War 
By Paul Einzig 


HE stabilization which has now been accomplished 
in almost all the countries of the world may be 
considered to have put an end to the period of 
post-war fluctuations of exchanges and prices. It is not 
untimely, therefore, to survey the effect on the various 
banking systems which such fluctuations have had. 
Most countries witnessed severe banking crises, the result, 
mainly, of deflation or of speculation in foreign exchanges. 
In spite of this, the post-war banking disturbances 
produced at no time an international crisis, in part 
because they occurred at different times in different 
countries, and in part because in most _ countries 
where the internal crisis became really dangerous the 
authorities stepped in, and banks unaffected by the 
crisis freely granted their support to their rivals in 
trouble. 

Great Britain is one of the few countries which 
escaped. Apart from the failure of Farrows Bank 
and of a few small institutions, British banks withstood 
the difficulties caused by instability, deflation, trade 
depression and a crushing taxation. That in such 
conditions the banks were able not only to avoid a 
crisis but even to maintain a comparative prosperity 
and make slow but steady progress is an eloquent 
proof of the inherent soundness of the British banking 
system. 

Of the leading continental countries, France has 
also managed to avoid a serious banking crisis. The diffi- 
culties of the Société Centrale des Banques de Province, and 
of a number of small banks, affected only an insignificant 
fraction of the country’s banking resources; and the wild 
fluctuations of the franc are not known to have caused 
substantial losses to any French bank of reputation. 
It ought to be remembered, however, that French banks 
have had a powerful support in the prosperity of 
trade, which, in spite of the ups and downs of prices 
and exchanges, has been almost continuous. Alsace- 
Lorraine was less fortunate. The difficulties of the 
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Banque de la Sarre et des Pays Rhénans have caused 
serious losses to local banks. 

The leading German banks remained immune amidst 
the calamity of the mark’s collapse, and have managed 
to recover their position in spite of the scarcity of 
capital, reparation burdens, and the Bourse crisis of 
1927. There have been, however, a number of failures 
not only among the mushroom banks created during 
the inflation period, but among the well-established 
private banking firms. German banks operating abroad 
suffered severe losses through the confiscation of German 
property during the war, but have managed to survive 
and resume their activity. 

In Italy, where the post-war industrial slump could 
not help affecting banking, because of the close associa- 
tion between banks and _ industrial enterprises, the 
banking crisis was felt more severely than in most 
other leading countries. The Ansaldo affair resulted 
in the failure of one of the “ Big Four,” the Banca 
Italiana di Sconto, which has been subsequently re- 
constructed under a new name. Another leading bank, 
the Banco di Roma, had to be relieved of its frozen 
assets by an official institution created for that purpose, 
which has granted support to a number of other 
banks besides. Many medium-sized banks either failed 
or had to be reconstructed under official auspices. The 
small banks were especially handicapped by restrictions 
which prohibited their carrying out direct transac- 
tions in foreign exchange, and the loss of clientele 
to the larger banks, which was an immediate result 
of this restriction, was the cause of a large part of their 
failures. Among the old-established private banking 
firms, too, there were many which disappeared. Strict 
measures of banking supervision were unable to check 
the crisis, which will « only come to an end when a number 
of the weak banks which still survive have been eliminated 
either by failure or by absorption. 

In Switzerland, one of the important banks, A. G. 
Leu & Co., got into difficulties after the war, but has 
recovered completely. Towards the end of 1928 
speculation in pesetas produced the failure of two 
recently established banks in Zurich. In Holland, the 
Rotterdamsche Bankvereeniging got into trouble, from 
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which it has since completely extricated itself. Among 
local banks, there were a number of failures. 

Spanish banking suffered losses in the post-war 
slump and from speculation in marks. The Banco 
de la Credito Miniera, and several other fairly important 
banks failed. There were also some important failures 
in Portugal. 

Among the Scandinavian countries, Sweden escaped 
comparatively easily but Norway and Denmark suffered 
heavy losses from bank suspensions. The number of 
Norwegian provincial banks which failed was amazingly 
high, and even among leading Oslo banks there were 
several which got into trouble. New banks have 
been established to carry on the business of those which 
have been liquidated. It is Denmark which, com- 
paratively speaking, has been the principal victim 
of the post-war crisis. Of her three leading banks, 
two got into difficulties. But for the Government’s 
decision to assume responsibility for the bank’s debts, 
the collapse of the Landmandsbank, which was the 
most important bank of the country, would have 
provoked a general economic collapse. The bank has 
been reconstructed with official support, and is working 
satisfactorily. The difficulties of the other big bank, 
the Privatbanken of Copenhagen, were only temporary. 

Among the Succession States of the Austro-Hungarian 
Empire, Austria was that in which the crisis had its 
most severe effect. The debacle of 1924 which followed 
the speculation in francs, caused several important banks 
to suspend payments, and the collapse of two big 
speculators, Mr. Castiglione and Mr. Bosel, brought further 
difficulties. Some of the banks involved were saved 
by amalgamation with sound institutions. Hungarian 
banking was much less affected, although there were 
a few small failures both in Budapest and in the 
provinces. 

In Czechoslovakia, deflation was more severe and 
more sudden than in most other countries. That in 
spite of this the banking crisis was comparatively 
mild was due to the official support granted to the 
weak banks. There were several failures, but the leading 
Bohemian banks, as well as the subsidiaries and successors 
of Austrian and Hungarian concerns, weathered the 
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storm. In Yugoslavia, banking conditions were very 
much worse. Apart from the general trade depression 
and the lack of capital, the crisis was accentuated by the 
policy of discrimination which the National Bank of 
the Kingdom of Serbs, Croats and Slovenes pursued against 
Zagreb banks. The failure of the Slavenska Banka 
and others was mainly due to this cause. But the 
majority of Belgrade banks themselves and the foreign 
banks operating in the country were far from prosperous. 
In Roumania there were a number of small bank failures, 
especially in the new provinces. 

The fact that the banking crisis was moderate in 
Bulgaria was due to the foreign control of most banks 
operating in that country. There were some suspensions 
and capital reductions, but Bulgaria was less affected 
than any other of the Balkan States. In Greece, the 
violent movements of the drachma caused the failure 
of a number of mushroom banks, and of a few of the 
larger ones. In Turkey the anti-foreign policy of the 
Government caused losses to several foreign banks 
operating there, and has so far brought no appreciable 
benefit to the national banks of the country. 

In 1925, when the first attempt at stabilization failed, 
Poland was subject to a particularly severe crisis. The 
majority of banks got into difficulties, from which, 
however, some of them escaped with no more than a 
capital reduction. An influence which helped to produce 
a run on the banks was the similarity of a number 
of their names. When it was announced that one bank 
was in trouble, anxiety would immediately be aroused 
amongst the depositors at several others. This shows 
that apparently insignificant circumstances may some- 
times be the cause of serious difficulties. Danzig, the 
Baltic States and Finland have had their share in 
the crisis, with Latvia heading the list. About banking 
conditions in Soviet Russia, little is known, but it is 
believed that heavy losses have been suffered by some 
of the banks. 

The number of banking failures in the United 
States both after the slump and after the collapse of 
the Florida boom was spectacular. But the banks 
involved were mostly small concerns, of which there 
are so very many in the United States that even a 
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large number of small failures need not affect the 
fundamental soundness of the banking system. One of 
the leading New York institutions got into trouble, 
mainly through losses suffered by its foreign branches. 
It was saved by a leading private banking house which 
assumed its control. 

Among the British Dominions, India was affected 
to the greatest extent by the crisis. The failure of 
the Alliance Bank of Simla and of several other 
important banks caused serious losses, but has strength- 
ened the position of sound British banks in India. Canada, 
too, had her share of the troubles; but the other 
Dominions remained comparatively immune. 

The endeavour to develop national banks in Latin 
America, though on the whole successful, has had its 
victims in almost every country. Heavy losses were 
suffered by some of the foreign banks in South America, 
and there were several liquidations and reconstructions. 

In China, civil war has caused the suspension of a 
ereat number of native banks, and the failure of the 
3anque Industrielle de Chine and the liquidation of the 
Russo-Asiatic Bank has affected the prestige of foreign 
ones. The banking troubles in Japan were probably 
more severe than in any other country outside Europe. 
After the collapse of the firm of Suzuki, in 1927, a great 
number of banks, some of considerable importance, 
suspended payments. At the time general collapse 
was only averted by official support which required 
considerable sacrifices; and since, a number of the 
banks have been amalgamated and reconstructed. In 
the Dutch East Indies, the development of native 
banking has been accompanied by a series of small 
failures. 

Practically every country which possessed a banking 
system was affected by. the post-war banking crisis. 
3ut the process was not without its benefits. First, 
it eliminated the immense number of mushroom banks 
which were created in every country where inflation 
and foreign exchange speculation assumed wide dimen- 
sions. These firms, which had no vatson d’étre in their 
banking systems, could neither have worked profitably 
in normal conditions, nor have avoided bringing per- 
manent deterioration to the standing of banks in 
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general. For this evil the crisis, although the cause 
of considerable losses to the public, was a drastic cure. 

A second of its beneficial effects was the attention 
it drew to the excessive number of weak banks which 
existed in many countries. This resulted in an accelera- 
tion of the sound process of amalgamation. The autho- 
rities in Italy, Japan, and other countries have realised 
the importance of eliminating a dangerous multiplicity 
of banks, and are officially encouraging small banks 
to amalgamate. In other countries, such as the United 
States, the banks themselves are realising the advantages 
of joining forces, and amalgamations are arranged 
almost daily both in New York and in other centres. 

The post-war banking crisis has taught the world 
a very useful lesson—that of collaboration. The very 
fact that banking failures were in most cases less 
disastrous in their effects than much smaller failures 
would have been before the war was largely due to 
the assistance given by strong banks to their weaker 
rivals. Competition and rivalry were forgotten in face 
of the crisis, and there has since been a solidarity in the 
banking system of most countries which has rendered 
them stronger and sounder than they have ever been 
before 





Australian Finance in 1928 


OR Australia 1928 was not a happy period. 
EF Business profits declined, manufacturing output 

was reduced, wholesale prices were substantially 
lower, and unemployment in secondary industries rose 
to record heights. The external trade position, reflected 
in a reduction in a total excess of imports over exports 
of £6,500,000, was no more than a contributory cause 
of these developments. They must be largely explained 
by a continuation of the process of adjustment from the 
overtrading of 1926, unfavourable weather conditions 
and the failure of the 1927-28 harvest to come up to 
expectations, and high production costs resulting, at 
least in part, from monetary stringency and heavy taxa- 
tion. The seriousness of high costs of production as a 
factor in Australian business adversity has been stressed 
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both by the British Economic Mission in its recently- 
published report and by Mr. Andrew Williamson at the 
annual meeting of the English, Scottish and Australian 
Bank. ‘ Wages,’’ Mr. Williamson pointed out, “ are 
fixed by an Awards Board, Federal and State, to meet 
an arbitrarily fixed standard of living, the maintenance 
of which is immediately affected by each rise in wages 
or increase in the duties imposed on imported manufactures 
in order to protect the secondary industries.”” The Report 
of the Economic Mission refers to “ the vicious circle 
of increased prices due to the tariff, and the increased 
costs of labour due to the arbitration awards. . . . It 
is urgently necessary to break the vicious circle without 
lowering the standard of living, which is real wages.” 


BupDGET DIFFICULTIES 


So far as the taxation aspect is concerned, there has 
been little practical effort made yet in cutting down 
taxation demands jn such a way as to leave a 
greater amount of capital available for industrial expan- 
sion and increased employment. The total of Federal, 
State, and municipal taxes now paid each year is roughly 
f100,000,000; the population is less than 6,300,000. 
For several years Government borrowing has averaged 
£30,000,000. Yet despite the imposition of these heavy 
burdens on trade, there has been great difficulty in 
presenting balanced Budgets. For the past financial 
vear, as a result of a decline in revenue, there was a 
Federal deficit of £2,630,000. For 1928-29 revenue is 
estimated at £63,610,000, and expenditure at £63,597,000. 
The realisation of the modest estimated surplus of 
£13,000 depends principally on an anticipated recovery 
in Customs and Excise receipts, from which £43,300,000, 
or roughly two-thirds of the total, is expected. 

The position of the States’ finances is less satisfactory. 
In Queensland, although taxation is not being increased, 
small additions have been made to expenditure. The 
year’s income is estimated at £16,867,135, and expenditure 
from revenue at £17,040,430, while loan expenditure will 
rise by £300,000 to £4,343,600. It is possible, however, 
that at the end of the financial year in June something 
better may be seen than the anticipated deficit of 
£173,000, as revenue from railways and other sources is 
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showing some improvement. In his latest review of 
Government finance, the Agent-General makes some 
interesting comparisons covering the past six vears. 
Between 1922-23 and 1927-28 taxation increased by 
nearly 50 per cent., expenditure by over 30 per cent., 
interest on the public debt by 4o per cent., and 
population by only 13.78 per cent. In the past ten 
vears the per capita liability for interest has risen by 
nearly 60 per cent. These are significant figures. In 
Victoria the year ended with a deficit on consolidated 
revenue account of £163,353, following deficits of £641,204 
in 1926-27 and £314,826 in 1925-26. For the current 
year the Budget proposals disclose an increase in esti- 
mated expenditure from revenue, while the outlay from 
loans is only slightly below the high 1927-28 total. The 
promised efforts at economy do not seem to have 
achieved very much. 

The most definite, although not yet completely 
successful attempts at economy are those in progress in 
New South Wales and in South Australia. In the former 
State considerable improvements were effected last year. 
When the new Government took office, it found itself 
faced with serious deficits, but immediately embarked 
upon a searching investigation of the Treasury accounts. 
The accumulated deficiency of £4,341,181 is to be funded 
under arrangements made with the Commonwealth Loan 
Council, and a surplus is estimated for the current year. 
In South Australia, the new Government which took 
office just before the end of the financial vear 1926-27 
found itself faced with a deficit of £1,050,000, and depres- 
sion in the primary industries frustrated an attempt to 
balance the budget in 1927-28, the year ending with a 
deficit of £274,931. For the current financial year there 
is an estimated deficit of over £500,000 despite great 
efforts to improve the position. Further heavy taxation 
was avoided only because there is a prospect that a 
special grant of £750,000 may be made from the 
Commonwealth authorities. 


SIGNS OF IMPROVEMENT 
Fortunately, there are signs that Australia’s year of 
adversity has brought with it certain advantages in the 
shape of increased attention to the basis of public policy. 
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In recent years the main features of Australia’s economic 
policy have been moulded by extensive borrowings for 
development purposes and a desire to maintain the 
existing high standard of living for a steadily growing 
population. Successive Governments have devoted atten- 
tion to the extension of the tariff system and the 
development of schemes of marketing control, but as a 
result of recent depression the fundamental economic 
basis of these policies is being more closely considered. 
Australia may now be said to have entered on a 
period of stock-taking, during which all her outstanding 
economic problems will be more thoroughly explored. 
Political tradition may prevent any rapid changes in 
policy, but it seems safe to assume that there will be 
more hesitancy on the part of Governments to embark 
hastily on schemes involving heavy loan expenditure. 
Last vear, one of the most satisfactory developments 
in the political field was the large majority at the 
referendum for the amendment of the Constitution, 
giving the Commonwealth increased powers with respect 
to borrowing operations. The provision of adequate 
sinking funds as a permanent feature of Australia’s 
financial arrangements should enhance the credit of the 
Commonwealth and help to impose a check on excessive 
borrowing. 

The banking situation during 1928 remained healthy 
and, indeed, improved as a result of the falling off in 
imports. For the quarter ended September 30 last, the 
ratio of bank advances to deposits fell from go per cent. 
for the corresponding stage of 1927 to 85 per cent., 
a sure indication of some reduction in the strain on 
resources imposed by developing trade. The London 
funds of the Commonwealth Bank for the same dates 
were £18,000,000 against £7,000,000. The money market 
was easier. A striking development was an appreciable 
fall in the rate of interest, the effective yield on first-class 
investments declining from 5? to roughly 5} per cent. 
enabling the Commonwealth to sell its 5} per cent. 
stock at par. If, as there now seems reason to believe, 
the worst features of the depression have passed, the 
adversity of 1928 may yet prove to have been a blessing 
in disguise for the lessons it has taught. 
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Table I GOLD HOLDINGS OF CENTRA]; BA 


(IN MILLIONS OF £) 
































































































FRANCE 
ENGLAND] U.S.A. wecotum | NETHER: | penMaRK| NORWAY | SW: DEN 
3 4 JAN Ds 
At Home Abroad | | 
‘ | 
1925-26 } | 
DFCEMBER 142-9 “4 146-0 73°9 10-9 | 39:2 | 11°5 8-1 7 
JANUARY 142-6 3°8 146-1 73°9 10-9 36°3 11-5 8-1 a 
FEBRUARY 143°3 ‘3 146-1 73-9 10-9 35°38 11°5 8-1 3:7 
MARCH .. 144°2 2 146°1 73-9 10-9 35-5 | 615 8-1 2-6 
| } 
1926-27 
DECEMBER 150-8 581-2 146-1 73-9 17-7 34-5 11-5 $-1 2-4 
JANUARY 150-3 586°8 146-1 73°9 R77 34:2 11-1 $-t | 2°4 
FEBRUARY 148-9 612-4 146-0 73°9 17°38 34-2 11-1 8-1 12°3 
MARCH .. 149°3 619-2 146-0 73°9 18-0 34-6 10°6 3d¢1 12-3 
1927-29 
DECEMBER 148-8 573°8 145:9 | 18-3 | 20-2 32-2 | 10-0 8-1 2-7 
JANUARY 154-7 577-0 145-9 18-3 21:0 | 33-9 10-0 8-1 2-7 
FEBRUARY 157-2 578-2 145-9 18-3 21:2 | 35:9 | 10:0 | 81 12-9 
MARCH .. 1569 573-0 145-9 18-3 | “4 35-9 | 10-0 | 8-1 12-8 
APRIL ee 157-4 564-8 145:9 | 18:3 | ‘7 35:9 | 10°0 8-1 2:8 
May - 160°3 552-8 145°8 18°3 , | 35°9 | 10-0 8-1 12-8 
JUNE . 165-7 530-2 145-8 18°3 5 | 35°9 | 19°0 8-1 Ae | 
JULY - 173-2 533-2 236-7 35:9 | 10°70 | 8-1 12:7 
AUGUST .. | 171-4 536-9 243°5 ; 35°9 | 10-0 8-1 12-7 
SEPTEMBER 173-9 540-0 245-0 23: 35°9 | 9°5 8-1 2-6 
OCTOBER. . 165-1 539°3 247-3 23- 35°9 | 9-5 8-1 13+1 
NOVEMBER 161-4 546-4 248-2 23: 35°9 | 9-5 8-1 3-1 
DECEMBER 156-7 539-8 254-7 24- 35-9 9°5 8-1 13-0 
JANUARY |} 154-2 540°8 263-1 25-8 35°9 9°5 8-1 13:0 
FEBRUARY 149-5 552-0 273°9 25° 35°9 scl 13-0 | 
MaRCH 
| | 
1 Where possible the figures are taken from returns issued for the first part 
2 Excluding a small amount held in the Banking Department. ? 
3 Apart from an unascertainable amount of gold not appearing separately in th 
4 Up to April 1927 the figures include gold, both “ available ’’ and “ non- avail 
June 1928 give the total gold holding in one amount. 
5 Gold and silver holdings. 
Table II CREDIT AND CURRENCY 
1 2 
CLEARING BANKS | BANK OF ENGLAND 
Other Deposits | se ‘ 
. . = > m Net Notes in 
Deposits Cash Advances Total | Bankers! Reserve | erealaiee 
jalances | 
t{ millions £ millions £ millions £ millions | £ millions £ millions | £ millions { millions 
| | 
1925-26 | | } 
DECEMBER 1,646°7 199°3 846 127-5 | — 20-4 88-0 23-4 
JANUARY .. | 1,637°3 192-2 8 | 112-5 | " 22-0) 85 88-0 
FEBRUARY | 1,606°3 187-1 863° 107-2 -_- 23-3 84°9 2384-4 
MARCH... 1,587°5 185°8 | 876°: 104°3 24-2 85°2 233°0 
1926-27 
DECEMBER 1,688 -2 202-5 888-5 | 115-4 -_- 84-0 290°8 
JANUARY .. 1,693 °9 196-6 897-8 116°8 — SL-°8 284-0 | 
FEBRUARY 1,652°7 191-6 902-1 | 103-6 80-7 281-0 
MARCH 1,632°3 188-2 909 +9 103°4 | — } | 80-9 284-6 | 
1927-29 
DECEMBER | 1,729-°0 202°1 914-1 | 109°6 | -- 32-5 81-6 
JANUARY .. | 1,747°2 197-6 923:0 | 112-9 — 38°7 79°5 
FEBRUARY | 1,698-0 188-9 917°5 97-8 - |} 42-1 78-7 
MARCH -- | 1,672-4 186°3 928-8 101°6 — 42°8 73°6 
APRIL .. | 1,690°3 187-4 933-1 96-6 _- 42-9 79-1 
May rye 1,687°8 188-0 935-5 97°5 — 46°3 79°1 
JUNE 3 193°8 929-2 104-2 — |} 53:3 | 79°3 
JULY 3-9 193-2 932-0 111-3 | — 58°3 | 80-1 
AUGUST .. | “6 191-7 931-4 100-8 | _ 538°3 } 79°38 
SEPTEMBER | ‘1 193-5 929-8 103-2 -— 60°8 78:3 
OCTOBER .. 7 192-4 937-9 101-2 | -- 52-6 77°8 
NOVEMBER 1,751°6 193-3 940°8 99-5 | _— 49-6 77:1 
DECEMBER | 1,806-1 203-5 944°5 105°6 | 68-8 36°7 379°7 = 
JANUARY.. 1,809 -°3 198-0 956-1 105-0 | 67-6 49-8 363-9 | > 
FEBRUARY 99-2 62-4 57-0 353-6 - 
\ 























1 Monthly averages, nine banks. 2 Average of four or five weekly returns. % The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “A Banker's 
Diary,”’ Dec. 1928 issue.) 4 Total note issue, less notes in Banking Department, and (prior to Nov. 22, 1923) 
less notes in Currency Note Reserve. 
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TRAL| BANKS * Table I—cont. 



















































































GERMANY | 
— ay prerenen RUSSIA | POLAND OL ATA AUSTRIA |HUNGARY]| ITALY sa SPAIN 
Tot Abroad 
| 
59-1 4°7 |} 19°3 5:3 43°0 0-4 2-1 35-4 18:1 100-6 
59-1 | 4-7 19-0 5-3 44°6 0-4 2-1 35-4 18-5 100-6 
61-5 7°( 17°5 5-3 44°6 0:4 2-3 35-4 16-9 100-6 
63°38 10-2 15-1 5-3 44-7 0-4 2°9 35°4 16°5 100-6 
85°9 8-6 17°4 5-5 43-2 1°5 6-1 45°3 17°6 101-4 
89-6 7°38 17-4 5-7 43-2 1-5 6°1 45-3 18:1 101-4 
89°38 5-3 17-4 5-9 43°6 1-7 6-1 45-4 17°4 102-1 
90°3 | 4:6 17-4 6-0 43-7 i-? 6-1 45°5 17-8 102-5 
91-1 | 3°8 19°9 11-9 46-1 2-4 71 46°6 17-9 103-2 
91-3 | 4-0 20-0 12-1 46°1 2-4 71 49-2 19°5 103-2 
92-3 | 4-1 19°3 12-1 46°5 3°4 71 49-2 17-2 103-4 
92°4 4-2 18-7 12-8 46°5 3°4 i | 49-8 17:1 103-4 
95°9 4-2 19-2 13-0 46°6 3:4 71 51-2 17°1 103-4 
99°9 4:2 15°9 13-1 46°6 3:4 71 52-0 17-4 103-4 
99-9 4:2 17°4 13°9 46-6 3:4 71 52-9 17-4 103-4 
| : 4-2 17°5 13-9 47-0 3:4 71 53°3 17°7 103-4 
| 4:2 15°5 13-9 48:2 3-9 71 54-1 17°8 103-4 
4-2 15°6 13-9 48°3 3:9 7:1 54-2 17°8 103-4 
| 4°2 15:7 14:0 48°3 4:9 71 54°6 18°6 103-4 
4-2 18:8 14:0 48-2 4-9 7-2 54-6 18-6 101°5 
4-2 18-9 14-3 43°9 4-9 7-2 54°6 18°6 101°5 
) 4-2 18°9 14°3 50-2 4:9 7-2 54°6 20°5 101-5 
} 33-6 4:2 18-9 50-2 7°3 54°7 19-1 101-5 
} 131-3 3-6 
> first part of the month, otherwise from returns at the end of the previous month. 
rately in the returns of the Bank of France. 
* nol: available”; thereafter only “ available” gold. Returns issued after stabilization at the end of 
Th Ti ¥ 
Table TI GOLD MOVEMENTS 
= l 
BANK OF tN #LAND UNITED KINGDOM 
? | FRANSES. 
VAAL GOLD 
l Net Net ouriPur 
os Purchases Sales Influx (+ Imports Exports | Imports (+) 
+r Efflux (- Pas: PO 
“xports (—} 
£ millions £ mi.lions £ millions £ millions £ millions | £ millions _£ millions 
1925-26 
DECEMBER 1°5 3°7 — 2-2 2-2 4-4 > 28 3-4 
JANUARY .. 1-6 1-9 gee. 4°5 2-4 2-1 3-4 
} EBRUARY 3:9 2°5 + 1-4 3:5 1-6 1-9 3°2 
MARCH 1°5 “4 + 1-1 1°3 2°6 — 1:3 3°5 
1926-27 
DECEMBER 1-0 2:6 — 1°6 3°0 3°8 —- <8 3°6 
JANUARY .. 1°3 1-3 0-0 2-4 3°7 — 1-4 3°6 
FEBRUARY 0-0 1-2 — 1-2 3°2 3°2 0-0 3°3 
| MARCH 1-0 6 “4 1-5 1-4 + <1 3°7 
1927-29 
DECEMBER 3°0 1-4 + 1°5 1:9 2°2 — ‘2 3°6 
JANUARY .. 4:7 8 + 3-9 4-1 2-2 + 1-9 3-6 
FEBRUARY 1:3 1:3 0:0 2°7 4-0 1:3 3°5 
MARCH 1°6 1°7 - <1 1-3 16-2 —14:9 3:7 
APRIL 3°6 1-2 2-4 2-4 *6 1°8 3°5 
May 2-9 “6 2°3 3°9 1-1 + 2°7 3°8 
JUNE 8-5 0-0 8°5 8-2 1°3 + 6°38 3°7 
JULY 4:2 2:1 2-1 4-9 1-9 + 3:0 3°7 
AUGUST .. 3:4 2-1 1-2 4:9 4-1 + “8 3°38 
SEPTEMBER 1-9 6°7 — 4:8 4:0 5°8 — 1:9 3°6 
OCTOBER .. 1-0 6-2 — 5:2 3°3 9-4 — 6:1 3°8 
NOVEMBER 2-1 7°2 — 51 4°6 8-6 — 4-1 3°7 
DECEMBER *5 71 — 6°6 3-7 6-2 — 1°6 3-7 
JANUARY .. 2-7 2-9 —- +2 2:4 5:7 — 3:3 3:7 
FEBRUARY 1°6 3-1 — 1-4 3°5 











to 1 Figures compiled from daily bulletins of the Bank of England. 
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Table IV MONEY 
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LONDON | 
Discount Rates Treasury Bills 
ank Re Short Loan — | | 
Bank Rate | Rate Bank Bills i Weekly Tender Amount Amount | 
3 months $ months Rate Offered Applied for | 
| 
Per cent. Per cent. Per cent. Per cent. Per cent. | £ millions £1 ons | 
! 
| 
WEEK ENDING: | 
| 
1928 
ee & | 
DECEMBER 1 4} 3h | 4h 43 i 4 & 5-33 45 61-7 
. 8 44 3a 423 4} | 4 6 9°47 45 53-7 
ce 15 44 333 4233 43 | 4 8 4-07 40 16-0 
ja SS +s | 4} 333 aH 4} } 4 8 7:03 | 40 16-9 
a @ «] 4} 4% 427 | 4} 48 7-7 | 45 80-1 
1929 | 
JANUARY 5 44 | 38 42} 4} | 4 6 5-99 45 | 59-7 | 
9 12 44 | 327 43} 4? | 4 5& 436 | 35 57-9 | 
19 44 i $33 | 4h} | 43 4 5 2-06 45 58-0 
pe 26... | 44 333 | 4s | 43 4 6 6:73 45 55-2 
FEBRUARY 2 .. | 4} 33? 4% 4} | 4 & 2°83 40 47-1 
. 9 5 4 4} 54 | 5&5 2 5:68 35 52-7 | 
‘ 16 | 54 437 | 5b} 5} 5 5 3:43 30 41-4 | 
" 23 | 54 437 | 53 5} 5 3 8-78 30 39-5 
Marcu 2 5Oti‘g§;#]!SC«aw®Od| OBS by 5 4 6-06 35 10-3 | 
ee 9 53 l 4} | 5% 5} | 5 6 8:41 30 33-2 
All figures given above, except those of Treasu 
; ; » Bea 
Table V FOREIGN | EX 
| DAILY AVER 
NEW YORK PARIS MILAN BERNE MADRID | 
| | | 
Sto£ Fr. to £ | Liretot | Fr. to £ Ptastoe | 
PAR OF EXCHANGE... ..| 4° 8665 12g°2t | 92-46 | 25 2215 25°220 | 
1925-26 | | 
DECEMBER 4-°8500 129-55 120-26 | 2 34-182 
JANUARY... 4°8581 | 128-73 120-31 34-326 
FEBRUARY 4-°8639 132-39 120-80 34-483 
MARCH 4-8609 | 135-72 | 120-97 34-490 | 
1926-27 
DECEMBER 4-8512 122 -9% 109-45 25-107 31-835 | 
JANUARY... 4°8529 } 122° 111-61 25-176 30-340 
FEBRUARY 4°8503 123-6 112-26 } 25-219 | 28-906 | 
MARCH 4°8542 | 124: 107-76 | 25-234 27-941 | 
| | 
1927-29 | 
DECEMBER | 48825 124-00 | 29-32 
JANUARY... | 4°8758 | 124-00 28-504 
FEBRUARY 4°8750 124-02 | 28-703 
MARCH 4-8800 124-02 29-017 
APRIL 4°8821 124-01 | 25-332 29-118 
May 4-8817 124-01 } | 2 29-168 
JUNE .. 4-83804 124-14 | } 29-442 
JULY 4°8644 | 124-18 25-255 29-511 
AUGUST 4-°8538 | 124-21 | 25-211 29-208 
SEPTEMBER 4-°8508 124-18 | 25-200 | 29-331 
OCTOBER. . 4°8498 124-14 | 25-20 29-970 
NOVEMBER 4°8494 124-11 25-190 30-075 
DECEMBER 4°8526 | 124-10 25-177 29-892 ' | 
JANUARY - 4°8503 124-08 . 25-207 | 29-751 | 
FEBRUARY ee | 48525 | 124-23 | ; 25-231 | 31-185 | 
| | | 
| | | 
WEEK ENDING : | 
MARCH 2 4°% | 124-24 | 92-66 25-233 31-676 
< © 4° 124-22 92-67 25-229 32-506 
| 
| | | 
. ™ ——— = ——— a — _—_—_ i 
1 The old parity of 25-2215 was aban 





2 The old parity of 25-2215 was aban 
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4 Table IV—cont. 
NEW YORK | PARIS BERLIN AMSTERDAM 
| 
5 ) | Market Market Market Market 
' | Bank Rat Discount Call Money Bank Rate Discount Bank Rate Discount Bank Rate Discount 
| Rate Rate Rate Rate 
| Per Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
i 
| 
| 
; -~ 4 88 34 33 7 6t 4 439 
5 4% 10 34 33 7 6 4h 4% 
5 437 633 3+ 38 7 6+ 4} 4s 
5 48 7h} 34 38 7 6h 44 4¥5 
5 4% 12 34 3% * 63 44 44 
| | 
| 5 } 83 33 33 7 6h} 43 427 
5 648 33 38 632 | Bet 44 4} 
5 732 34 38 | 64 5? 44 4% 
5 | 6 34 33 | 63 5#} 44 4% 
5 | 7h3 34 3% | 64 Site 43 46, 
| 5 7s 34 328 6} 53 4h 413 
5 | 73 | 33 331 } 6} } Bhi } 44 43; 
5 63 | 34 3% 4 | 533 4} 433 
5 Re! | 33 33 | 63 64 43 4} 
Db 1032 3h 33 63 | 6% 4} 433 
Treasury Bills, are averages of daily rates. 
IGN | EXCHANGES Table V—cont. 
VAILY AVERAGES 
| AMSTERDAM | BERLIN STOSKHOLM BOMBAY. KOBE RIO DE BUENOS AIRES 
| | JANEIRO 
| | Fl.to £ Rmk., to £ Kr. to £ d. per Rupee d. per Yen. d per Milreis d. per Gold Peso 
| | a | | ; 
| 12 20°47 18159 18 24°58 5 8997 47°56 
| | | 
} 
12- } 20-363 18-102 | 18-201 | 21-403 7049 8 
12- |} 20-401 18-132 18-202 7°359 54: 
| 22: | 20-427 18-159 | 18-191 7-320 46-030 
12° | 20-412 18-122 18-083 7°160 14-642 
12: 20:387 | 18-154 | 17-851 | 24-230 5-866 46-163 
12: 20-453 18-171 | 18-032 24-152 5°799 46-425 
12: 20-466 18-174 17-974 24°195 5-870 | 46-926 
12: 20-468 18-144 17-962 24-310 5-870 | 17-506 
| | 
| | 
} 12-073 20-434 } 18-080 | 18-999 5-905 47 
12-087 20-461 18-138 | 18-095 5-918 47 
12-109 20°431 18-161 | 18-002 5-919 47 
12-124 20-412 | 18-180 } 18-002 5-926 | 47 
| 12-111 20-412 18-184 18-004 5-923 47 
12-098 20-399 18-193 18-014 5-922 | 47 
12-099 20°417 18-186 17-946 5-899 | 47 
12-084 20-384 18-161 17-913 | 6902 | 47 
12-101 20-364 18-134 17-947 | 5-911 47 
12-098 20°355 18-130 17-998 5-907 47 
12-096 20-364 | 18-138 18-064 5-918 47 
f 12-081 20-354 | 18-143 18-074 | 5-914 | 47 
| 12-078 20-360 18-130 18-063 | 5-889 47 
12-091 20-402 18-138 | 18-056 | | 5-905 47 
| 12-116 20-447 | 18-154 | 18-013 5°896 47 
| | 
| | | | 
12-116 20-448 18-162 18-009 | 22-227 5-*887 47-318 
12-113 20°450 | 18-166 18-008 21-982 5°87 47-299 
» was abandoned on toons June 25, 1928 
was abandoned as from December 22, 1927. 
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Table VI BRITISH TRADE | gy] 



































| COAL | PIG-IRON StEEL | 
Production | ineludin Produetion | 1 : 
*-roduction (ine uc ing Number of -roduction r tion 
Coke) Fenaces m | 
| Millions of Millions of Blast Thousands of | Thor 
| Tons Tons Tons | ns 
1925-26 | 
DECEMBER .. iis ica ai ane 20-2 5-0 141 503 - | 607 
JANUARY .. wit aa ea oe | 21-4 4°5 144 533 | 40 | 
FEBRUARY .. - “oe ee éu4 21°6 4°6 146 502 704 | } 
lie eam a ae ee 21-4 5-0 151 568 | 84 | 
| 
1926-27 
DECEMBER .. xs ie “a ca 17-2 1-6 738 98 } 319 
JANUARY .. «a i“e “< oa 20-7 4°3 152 435 731 
FEBRUARY .. <s 7 oe eo I 21-4 4°4 166 571 | 827 
MARCH ne we és in os | 21-1 5-1 178 | 672 950 =} 
1927-29 
DECEMBER .. isin <a is ~ 20-6 4-2 149 559 605 
JANUARY .. Ss aa fe .- | 20-0 4°3 148 560 | 626 | 
FEBRUARY .. ae we ao ‘ia 20-1 4-3 148 551 764 | 
MARCH ae Be vs ea 8 20-2 4°3 150 593 793} | 
APRIL oh et i oa bal 17-7 4-0 149 563 644 
May Po a ee — tat 19-2 4-7 148 591 } 753 | 
JUNE + ~ iia ss awit 18-2 4-6 141 564 709 | 
JULY us a6 ne ay “a 16-9 4°5 131 538 667 
AUGUST ee ae wa en oa 17°8 4°6 130 519 | 648 
SEPTEMBER. . ant “ od = 18-8 4°3 131 504 | 719 
OCTOBER .. + oa a Keon 19-0 5-1 136 544 756 
NOVEMBER . . ae wa on ne. 4 19-3 4-6 135 544 | 7A2 
DECEMBER . . a ae af. ied 19-9 4-5 132 540 6383 
JANUARY .. ee ee és ae 21-0 4:9 139 564 | 762 
FEBRUARY .. atk - be - 140 520 783 
1 Total for four weeks. * Returns issued by the ) 


Table VI BRITISH TRADE AND INDUSTRY—cont. 












































1 
ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT P 
4 | Index of 
2 3 4] Percent- | Numbers | Produc 
Imports | Exports |Re-exports} London {Provincial Total Compar- age of on Liv tion 
“Country” able Total| insured Register 
rT ons 
L £ t £ £ £ pote 000s 1924 = 100 
milions millions millions millions millions millions millions p oyed omitt-d 
| | | | 
1925-26 | 
DECEMBER 134-3 | 65°38 | 14°6 10-0 6-0 | 15:9 17-4 10-5 97-9 
JANUARY 117-7 | 60°4 | 11:7 10°0 | 5:7 | 15°7 17-4 11:0 ) 
bt EBRUARY 96-9 | 62-8 | 13-2 9-5 | 5:6 | 15-2 7-1 10-4 101-2 
MARCH ... | 106°9 | 66-4 12-1 9-3 5°5 14°38 17-1 9°38 J 
1926-27 
DECEMBER 113°3 49°7 11-5 | 9°5 5°5 | 14-9 17-0 11:9 | 394 71°7 
JANUARY 113-6 55°4 9-9 | 10-0 5-€ 15°6 18-0 12-0 1,340 |) 
FEBRUARY 93-9 52-9 10°38 9-4 5-6 15-0 7-5 10-9 1,235 | >109-0 
MARCH ... 113-5 62-1 10°38 9-5 5:7 15-2 17-9 9-38 1,106 f 
1927-29 | 
DECEMBER | 105-4 58-8 ; 10°3 9-8 5-7 15°6 18-4 9-8 | 1,125 106°5 
JANUARY 100-4 59-7 | 10°3 10°3 5-8 16-1 19-0 10:7 | 1,204 |) 
FEBRUARY 98°38 57-2 11-7 9°8 5-7 15°5 18-4 10-4 1,142 | we 8 
MARCH .. 110°5 65-0 11°3 9-6 5:7 15-2 18-0 9-5 1,067 
APRIL oe 96°8 55-3 11-0 10°5 6:0 16°5 19-2 9-5 1,081 ) i 
May os 99-4 | 538°6 11-8 10°3 5-6 15°8 18-3 9-8 1,108 . 6 
JUNE a 99-4 59°5 11°5 9-5 5-1 14-6 17-0 10°7 1,166 
JULY ~- | 95°5 60°9 8:5 10°2 5°5 15-7 18-5 11-6 ; 1,259 } 
AUGUST .. 97-7 62-2 8°38 9-3 4-9 14-2 16-9 11-6 | 1,314 > 93:3 
SEPTEMBER | 87:7 | 56-6 6-9 9-1 4-9 14-0 16-9 11-4 1,30: J 
OCTOBER.. | 102-6 | 64:3 8-9 10-2 5-4 15-6 18-8 11-8 1,339 |) 
NOVEMBER 106-9 | 63-8 | 10°8 9-§ 5-2 15-0 18-1 12-2 1,364 | >102-8 
DECEMBER | 101-5 | 60-4 9-1 10-2 5°8 16-0 19-3 11-2 1,366 |J 
JANUARY 116-1 66-9 9°38 10-4 5°5 15-9 19-1 12-3 | 1,427 
FEBRUARY | | 9°8 5°7 15°6 1,390 





1 Daily averages based on weekly or monthly returns. 2 “Country” clearings at London Clearing 
House. 3% Up to June 1926 ten clearing houses, thereafter eleven. 4 Total clearings (London “ Country 
and Provincial) adjusted, for comparative purposes, by application of Board of Trade index number of wholesale 
prices (1924 = 100). 5 Average of four or five weekly returns. ® Reprinted by courtesy of the London 
and Cambridge Economic Service. 
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RADE | sND INDUSTRY Table VI—cont. 








































































































—_—___ = 
a LEON EE KREOF | MACHINERY | COTTON WOOL 
pact nad |- 
2 | | | Exports of Exports of Exports of Exports of Exports of 
n | Import Exports Imports | Exports Yarns Piece Goods Tops Wool and Wool and 
pe Sense Ms rsted 
| arns issues 
s of Thousand Thousands t t | Millions of | Millionsof | Millions Millions Millions of 
of I of Tons housands thousands | Lbs. | Sq. Yds. of Lbs. =| — of Lhs. Sq. Yds. 
| | | 
250 341 1,182 | 4,441 | 17-9 382-2 3°3 3°6 14°8 
| 222 337 1,023 | 3,849 16°8 356-1 80 | 20 | 17:3 
229 339 946 | 4,225 15°7 | 366°4 2-6 2°2 15°8 
} 259 | 407 | 1,279 | 4,146 16-0 | 403-2 2-9 2-4 14°5 
| | | | 
517 159 1,129 | 3,880 | 14:8 2-4 3-6 | 12°5 
| | 555 219 1,308 | 3,995 | 15°9 3°0 3°74 15-9 
| 443 | 252 1,082 | 3,623 | 14:3 3-1 2:9 | 15-0 
| 478 «| = 353 1,344 1135 | 19:3 4-6 4:0 | 13-3 
352 1,359 4,186 | 14:5 | 2: 4°5 15-0 
332 1345 | 4805 14-9 | 2: 4-0 16°9 
| 317 1,218 | 4,072 | 14°5 | 3° 3°6 | 14°5 
| | 409 1,529 4,813 15-5 | 3°38 4°2 15-1 
344 1,464 4,143 13°8 2 3°7 10-0 
359 1,372 | 4,656 | 14-1 Bre 4°6 11°8 
366 1,437 | 5,053 | 14°4 3°0 4°5 14:7 
333 1,461 4,567 11-4 2-6 4-2 18-0 
370 1,530 4,399 15°8 2-8 4°9 19-4 
295 1,231 | 3,688 11-2 p 3°3 12-8 
377 1,488 4,402 15-1 4°5 2°7 
399 | 1,422 | 4,651 15°4 4-1 12-5 
359 1,235 | 4,499 13-2 3:4 12-4 
|} 421 1,627 | 5,078 16°9 3°6 18-6 
| 
issued bj , the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
| UNITED KINGDOM | U.S.A. GERMANY FRANCE 
6 ‘e os | | | = 
Ze Wholesale 1 | Wholesale} Wholesale | Cost of Wholesale | Cost of 
= Cost of (Depart- (Rerchs- Living (Statis- Living 
= ) Living ment of bord R-ichs-| — tique (Statis- 
Board of |‘ Statist’ | ** Econ- (Ministry Labor) bord) | Générale) tique 
= 100 Trade omist’’|of Rasen janie ar ag 
| July 2 1913 July 
1913= I 1913 100 | 1913 = 100 | 1914 : 100 | 1926 = 100 | 1913 = 100 = Ww | 1913 = 100] 1914 = 100 
1925-26 | 
17-9 eehadlled a _ a = | i | 
7 DECEMBER 152-1 | 153-4 153-0 | 175 | 103-4 121°5 | 141-2 421 
1-2 JANUARY | 150-1 | 152-1 151°6 | 173 103-6 120-0 | 139-8 
“4 fh EBRUARY 147°6 150°5 149-3 172 | 102°1 118:4 138-38 
MARCH 144°3 148-4 | 147-1 168 100°4 118-3 | 138°3 | 
| 
neh 1926-27 | | | | 
17 DECEMBER 146-1 | 145-8 145-1 175 | 97-9 137-1 144°3 626°5 545 
9-0 JANUARY... 143°6 | 144°8 | 143°1 172 96-6 135°9 144°6 621°8 
FEBRUARY 142°6 | 146°0 | 144-7 171 95°9 135-6 145-4 631°6 
MARCH ... | 140-6 145-4 | 143°5 165 94°5 | 135-0 144°9 641-4 524 
5. 1927-29 
_ DECEMBER | 140-4 | 8 | 141-9 168 96-8 | 139-6 603°9 | 498 
3-8 JANUARY.. | 141-1 2 | 141-5 166 96-3 | 138-7 | 606°7 | 
FEBRUARY 140-3 5 | 141 *5 164 96-4 137-9 8 | 
MARCH .. | 140-8 | “4 143°5 164 96-0 138°5 | } 8 507 
13 APRIL .. | 142-9 ‘8 | 145-7 | 164 97-4 | 139-5 | 
“ MAY — 143-6 | 3-5 | 146°7 | 165 98-6 141°2 | | 
JUNE 142-6 2 144°5 | 165 97-6 | 141°3 | 519 
3-3 JULY 141-1 -5 | 141-9 165 98-3 | 141-6 | | 
AUGUST 139°3 *8 | 139-4 165 98-9 | 141-5 | 
SEPTEMBER | 137-6 “4 137°5 166 100-1 139°9 | 619 
2-8 OCTOBER., | 137°9 | “4 | 136-9 167 97°8 | 140-1 | | 
NOVEMBER 137-9 | 7 | 136-9 168 96°7 140°3 | 
DECEMBER | 138°3 | 7 | 136-5 167 96-7 | 139-9 531 
JANUARY... | 138-3 | 6 136-1 165 133-9 | 
FEBRUARY | 
—— ' { | 
aring rena oot etcy cer tava ae rae te tern erat wae ‘ 
ry” 1 ‘The indices, which are for the 1st of the month, are entered for the previous month to 
lesale icilitate comparison. 
ndon 2 The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 


are not strictly comparable. 
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International Banking Review 
UNITED STATES 


HE amalgamation which has been announced of the 
National Bank of Commerce with the Guaranty 
Trust Co. of New York, is the most important 
banking event in the United States since the war. The 
combined resources of the two banks will exceed by a 
considerable sum those of the National City Bank of 
New York, so that the Guaranty Trust Company, 
after absorbing the National Bank of Commerce, will 
become the biggest bank in the United States. It is 
considered certain that the National City Bank will 
endeavour to recover its lead by means of absorbing other 
banks, so that the present move is likely to be succeeded 
by other important amalgamations. Both Guaranty 
Trust Co. and National Bank of Commerce have been 
closely associated with the Morgan interests, and Mr. T. 
Lamont will occupy a prominent position in the amalga- 
mated institution. The combined deposits of the two 
banks on December 31, 1928, were $1,515,301,000. 
The Giannini group, which controls the Bank of Italy, 
San Francisco, the Bank of America of New York, and 
a large number of other banks and trust companies in 
the United States, as well as the Banca d’America e 
d’Italia of Rome and other European interests, intends 
to establish a holding company in London under the 
name of Transeuropa Corporation. Its object will be to 
take over control of the European interests of the 
Giannini group. The organisation will be similar to the 
recently formed Transamerica Corporation, which has 
assumed control of the group’s American interests. It is 
not known yet whether the company will be only a holding 
company or whether it will carry on active business. 
Several bank fusions have been arranged recently. 
The Bank of United States has acquired control of the 
Colonial Bank, and immediate steps are being taken for 
the amalgamation of the two concerns. As a result, the 
total resources of the Bank of United States will rise 
to about $250,000,000, and the number of its branches 
to 36. The First National Bank of St. Paul will absorb 


> eg 
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the Merchants’ National Bank of St. Paul. Its capital 
will be increased to $5,000,000, and its reserves will be 
$7,000,000. The combined deposits of both banks will 
be $110,000,000. The First National Bank of Chicago 
is increasing its capital to $24,000,000, in order to absorb 
the Union Trust Co., First Trust and Savings Bank, and 
Rawson State Bank, of Chicago. The First National 
Bank of Jersey City will absorb the Lincoln Trust Co. 
Its total resources will thereby be increased to $27,000,000. 

The New York City Trust Co., which was established 
by Italian interests in New York, has been declared 
bankrupt. Its deficit is estimated at $7,000,000. The 
situation of the bank’s affairs was disclosed by an investi- 
gation initiated after the death of its managing director, 
Mr. Ferrari. 

FRANCE 

Two leading French commercial banks, the Société 
Générale and the Crédit Lyonnais, have decided to increase 
their share capital. The capital of the Crédit Lyonnais 
will be increased from 255,000,000 f. to 408,000,000 f. by 
the issue of 300,000 “‘ A”’ shares of 500 f. nominal and 
6,000 “‘B” shares, with plural vote, of 500 f. nominal. 
The capital will then consist of 800,000 “A” and 
16,000 “‘B”’ shares. The issue price of the “‘ A ”’ shares 
will be 2,000 f. As a result the reserves of the bank 
will be increased to about 800,000,000 f. The Société 
Générale will increase its share capital from 500,000,000 f. 
to 625,000,000 f. by the issue of 250,000 shares of 500 f. 
nominal, on which 250 f. will be paid up. The issue price 
will be 1,000 f. per share. 

Other of the leading commercial banks are considering 
an increase of their capital in the near future; and the 
banques d'affaires are adjusting their capital to the new 
level of the franc. The Banque de Paris et de Pays Bas 
will increase its capital from 200,000,000 f. to 500,000,000 f. 
by successive stages. The Banque de |’Union Parisienne 
will increase its capital from 150,000,000 f. to 200,000,000 f. 
by the issue of 100,000 shares of 500 f. each. The Board 
seeks authority to raise the capital.to 400,000,000 f. 
Other capital increases include those of the Comptoir 
d’Escompte de Mulhouse from 50,000,000 f. to 75,000,000 f. 
and the Banque Vasseur, Paris, from 15,000,000 f. to 
25,000,000 f. 
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The following figures compare banking results for 
1928 with those of the previous year :— 


1928 1g2 
(In francs) 
Crédit Foncier de France... 88,096,000 74,025,000 
Crédit du Nord sip 28,545,000 27,518,000 
Banque Transatlantique ... 21,315,000 17,559,000 
Banque Nationale de Crédit 39,490,000 34,054,000 
Société Marseillaise de Crédit 10,416,000 9,757,000 
Société des Banques de Province ‘ 9,419,000 2,611,000 
Société Générale Alsacienne de Banque 21,553,000 6,808,000 
Banque Internationale de Commerce 5,334,000 5,170,000 
Banque de |’Afrique Occidentale 8,099,000 4,107,000 
Banque Franco-Polonaise 4,875,000 4,486,000 


GERMANY 


The recent fusion of the Mitteldeutsche Kreditbank 
with the Commerz- und Privatbank has been followed 
by another of much smaller dimensions. The 
Deutsche Bank, which _ recently acquired a_con- 
trolling interest in the Osnabrucker Bank A.G., will 
absorb that bank. Three of its shares will be given 
in exchange for each five Osnabrucker Bank shares. 
The capital of the Osnabrucker Bank, established in 
1873, is 7,500,000 reichsmarks. Its net profits were 
651,000 reichsmarks in 1928 against 589,000 reichsmarks 
in 1917. It declared a dividend of 5} per cent. against 
5 per cent. for the previous year. 

The four minor banks of issue, the Bayerische 
Notenbank, the Saechsische Bank, the Wuerttemberg- 
ische Notenbank, and the Badische Bank produced 
satisfactory results for 1928. The Bayerische Notenbank 
increased its dividend from 10 per cent. to 12 per cent., 
and the other three maintained their dividends at their 





previous year’s figure. 


The following table compares banking profits for 


1928 with those for 1927 :—~ 


1928 1927 
(In reichsmarks). 
Deutsche Bank 25,780,000 25,521,000 
Dresdner Bank 13,413,000 13,072,000 
Disconto-Gesellschaft 15,380,000 15,370,000 
Darmstaedter und Nationalbank 16,710,000 16,270,000 
Vereinsbank Hamburg . 1,730,000 1,990,000 
Norddeutsche Bank 1,300,000 1,800,000 
Berliner Stadtbank 1,616,000 1,385,000 





a, 
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1928 1927 
(In francs) 
Bayerische Vereinsbank... ome ‘ia 4,460,000 3,440,000 
Hallesche Bankverein ... Pan sn 846,000 761,000 
Westfalenbank A.G._. wis 704,000 559,000 
Leipziger Handels- und Verkehrsb: ank 553,000 276,000 
Handelsbank A.G. vive “se 489,000 473,000 
Getreide-Kreditbank ... ae ia 519,000 504,000 
Frankfurter Bank da‘ Has sie’ 343,000 327,000 
Kieler Bank wae — ‘ies oe 255,000 214,000 
Plauener Bank ... , ‘oe ‘ 410,000 267,000 


The results of ‘the —_— ” banks show practically 
no change upon the previous year. This may be 
considered satisfactory in the conditions which prevailed 
during the past year. 

ITALY 


The leading banks have maintained their 1927 
dividends. The Banca Commerciale Italiana declared 
a dividend of 13 per cent. (the same as for the 
past three years) and allocated 20,000,000 lire to 
reserves. The dividend of the Credito Italiano was 
8 per cent., and 20,000,000 lire was added to 
reserves. The Banca Nazionale di Credito earned a 
net profit of 29,124,000 lire, out of which a dividend 
of 6 per cent. will be paid, and 10,000,000 lire added 
to reserves. The dividend of the Banco di Roma 
is also 6 per cent.; its reserves will be increased by 
5,000,000 lire to 50,000,000 lire. The dividend of the 
Istituto Italiano di Credito Marittimo is 30 lire per 
share. The net earnings of the Banca d’America e 
d'Italia for 1928 were 12,835,000 lire against 6,600,000 
lire for 1927. The dividend remains unchanged at 
5 per cent. 

There are to be several small capital increases. 
The Credito Industriale di Venezia is to raise its 
capital to 15,000,000 lire fully paid; the Credito 
Regionale Ligure from 5,000,000 lire to 6,000,000 lire; 
and the Banca Cattolica di Udine from 3,000,000 lire to 
4,000,000 lire. 

The representatives of the British banking interests 
which control the Banca Italo-Britannica were received 
in audience by Signor Mussolini. According to the 
statement issued, they reported on the conditions of 
the bank, which is continuing its normal activities. 








60 THE BANKER 


It has been decided that the Banca Emiliana- 
Romagnola, Bologna, which has suffered losses and 
has got into difficulties, shall be placed in liquidation. 
The Credito Toscano, Florence, intends to reduce its 
share capital from 15,000,000 lire to 7,500,000 lire. 
Its shares will be written down from Ioo lire to 50 lire; 
and subsequently, the capital will be raised to 20,000,000 
lire, by the issue of 250,000 shares of 50 lire. 


BELGIUM 


Most Belgian banks earned considerably _ higher 
profits for 1928 than for the previous year. This was 
largely due to the increase of their capital which was 
carried out during 1928, but was also helped by the 
generally increased turnover in most branches of business. 
The Mutuelle Solvay increased its net profits from 
20,135,000 f. for 1927 to 63,599,000 f. for 1928. A 
dividend of 15 per cent. has been declared on the capital 
of 300,000,000 f. against 12 per cent. on the capital 
of 100,000,000 f. The Banque Générale Belge produced 
a net profit of 52,994,000 f. for 1928, as compared with 
33,726,000 f. for 1927. In spite of the increase of the 
bank’s capital last year, the dividend will be raised 
from 70 f. to 78 f. The net earnings of the Banque 
Centrale de Liége rose from 4,276,000 f. to 6,500,000 f. 
The dividend remains unchanged. The Banque Privée 
Anversoise increased its net profits from 2,109,000 f. 
to 2,440,000 f. 

HOLLAND 

The Rotterdamsche Bankvereeniging, in which British 
capital is interested, will absorb its provincial subsidiary, 
the Nationale Bankvereeniging, of whose shares it 
holds 75 per cent. An offer is being made to the 
holders of the remaining 25 per cent. to exchange 
their shares for an equal number of shares in the 
Rotterdamsche Bankvereeniging. The Nationale Bank- 
vereeniging was established in 1916, and absorbed 
the Zuid-Nederlandsche Handelsbank in 1920. Its paid- 
up capital is 10,000,000 guilder, and on January 1, 1928, 
its deposits were 87,328,000 guilder. 

On the whole, the net earnings of Dutch banks 
for 1928 show little change upon 1927. The Interna- 
tionale Handelsbank earned 2,268,000 guilder in 1928 
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against 2,265,000 guilder in 1927, and its dividend 
remains 6 per cent. The net profits of the N.V. Hugo 
Kaufmann & Co.’s Bank, Amsterdam, increased from 
400,000 guilder to 500,000 guilder; those of the Disconto- 
Maatschappij declined from 587,000 guilder to 464,000 
guilder. The following dividends have been declared by 
Dutch banks for 1928 :— 

Hollandsche Buitenlandsche Bank, 7 per cent. (same as in 1927); 
Groninger Industrieele Crediet bank, 7 per cent. (against 8 per cent.) ; 
Rotterdamsche Scheepshypotheekbank, 25 per cent. (against 22 per 
cent.); Effekten- en Credietbank, Utrecht, 6} per cent. (unchanged). 


SWITZERLAND 


The process of capital increase has not yet come 
to an end. The latest announced is that of the 
Eidgenoessische Bank of Zurich, which will raise’ its 
share capital from 70,000,000 f. to 100,000,000 f. Its 
net profits rose from 6,283,000 f. in 1927 to 7,473,000 f. 
in 1928. The dividend remains 8 per cent. The Crédit 
Foncier Vaudois increased its net profits from 3,681,000 f. 
to 3,862,000 f., while the earnings of the St. Gallische 
Creditanstalt increased from 1,102,000 f. to 1,177,000 f. 
The Banque de Dépéts et de Crédits raised its net 
profits from 763,000 f. to 1,317,000 f., while the Banque 
de Montreux earned 265,000 f., against 211,000 f. for 
the previous year. In almost every case, the dividend 
remained unchanged. 

The liabilities of the banking firm Wolfensberger & 
Widmer A.G., which suspended payments last year, 
amount to 11,000,000 f. Its assets are valued at 
3,100,000 f., which amount will be further reduced 
if certain lawsuits are decided against the bank. In 
that case, the creditors are not likely to receive more 
than 15 per cent. 

DENMARK 


In spite of the banking difficulties towards the end 
of 1928, the year was not a bad one for Danish banking 
on the whole. The Danske Landmandsbank earned 
a net profit of 7,000,000 kroner against 7,500,000 kroner 
for 1927, and the new shares issued on the reconstruction 
of the bank will receive a maiden dividend of 5 per cent. 
The success of the reconstruction is shown by the fact 
that arrangements are now being made to dispense 
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with the State guarantee which was to have continued 
until 1932. Asa result of its establishment of a branch 
in Copenhagen, the Aarhus Privatbanken increased 
its turnover from 3,200,000,000 kroner in 1927 to 
5,100,000,000 kroner in 1928. The Copenhagen Privat- 
banken produced a net profit of 4,200,000 kroner, of 
which 1,100,000, kroner has been written off for doubtful 
debts, and the rest carried forward. 

The following dividends have been declared by Danish banks for 
1928: Kobmandsbanken, 4; Folkebanken for K6ébenhavn og 
Frederiksberg, 7; Amagerbanken, 10; Haandverkerbanken i K6ben- 
havn, 5; K6benhavns Kreditbank, 8; D. B. Adler & Co., 5; Apenrader 
Bank, 5; Tondern Bank, 9; T6nder Landmandsbank, 5; Hadersley 
Bank, 8; Graasten Bank, 8; L6gumkloster Bank, 7}; Sydivsk 
Landmandsbank, 25 per cent. 

The Diskonto og Revisionsbank of Copenhagen, 
which has been in liquidation since 1924, has up to 
the present paid its creditors 75 per cent. This year 
it is expected to pay another 53 per cent. 

NORWAY 


A new bank was founded at Drammen, with the 
name of Drammens og Oplands nye Privatbank A/S. 
Its share capital is 4,500,000 kroner. The Norske 
Handelsbank, in liquidation, which has paid to its 
creditors a dividend of 35 per cent., may pay a further 
dividend of 5 to Io per cent. 

FINLAND 

The Kansallis-Osake Pankki, Helsingfors, increased 
its net profits from 44,700,000 marks in 1927 to 
47,460,000 marks in 1928. The dividend remains un- 
changed at 18 per cent. The A/B. Nordiska Foreinings- 
banken, Helsingfors, earned a net profit of 55,990,000 
marks last year against 56,053,000 marks for 1927. 
The dividend remains Ig per cent. 


LATVIA 


The Latvian Commercial Bank will increase its 
share capital from 500,000 lats to 1,000,000 lats. 


DANZIG 
The British and Polish Trade Bank, which was 
established to take over the Danzig branch of the British 
Trade Corporation, has declared a maiden dividend of 
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4 percent. Its net profits for 1928 were 244,000 gulden. 
In December last it increased its share capital from 
3,000,000 gulden to 5,000,000 gulden. The new shares 
were taken over by the Bank Gospodarstwa Krajowego. 

The Landwirtschaftliche Bank has decided to increase 
its share capital from 1,500,000 gulden to 3,000,000 gulden. 
The net profits for 1928 amounted to 144,000 gulden. The 
Danziger Handels- und Industriebank earned a net profit 
of 322,000 gulden against 229,000 gulden for 1927. The 
dividend remains unchanged at 8 per cent. 


POLAND 

An agreement has been concluded between the Bank 
Handlowy w Lodzi, of Lodz, and a group of British 
financial houses, who have granted fresh credits to the 
Polish bank. The bank will increase its share capital 
from 2,500,000 zloty to 7,500,000 zloty. Half of the new 
shares will be taken over by the British group as security 
for the credit, while the other half will be underwritten 
by them and will be issued to the Polish public. 

Both the Government-controlled banks, the Bank 
Rolny and the Bank Gospodarstwa Krajowego, made 
good progress in 1928. The former earned a net profit of 
12,000,000 zloty, and thecredits granted during the vear 
increased from 254,000,000 zloty to 512,000,000 zloty. 
The net earnings of the Bank Gospodarstwa Krajowego 
increased from 4,582,000 zloty to 8,700,000 zloty. 

CZECHOSLOVAKIA 

Several leading Czechoslovakian banks are increasing 
their capital. The Zivnostenska Banka will raise its 
share capital from 200,000,000 crowns to 300,000,000 
crowns, while the Bohemian Discount Bank will raise its 
capital from 200,000,000 crowns to 250,000,000 crowns. 
In the “stabilisation balance sheet’ of the latter the 
bank’s premises are written up by 25,000,000 crowns, 
which amount is transferred to a special reserve fund. 
The net profits for 1928 were 34,920,000 crowns, and the 
dividend is unchanged at 11 percent. The net profits of 
the Zivnostenska Banka were 40,500,000 crowns, and the 
dividend is 12 per cent. The Bohemian Industrial Bank 
increased its net earnings from 22,400,000 crowns to 
22,800,000, crowns, and raised its dividend from 5 per cent. 


to 63 per cent. 
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AUSTRIA. 


The Hauptbank fiir Tirol und Vorarlberg, Innsbruck, 
is increasing its capital from 500,000 schillings to 
1,000,000 schillings. The dividend remains unchanged 
at 10 per cent. 

Contrary to rumours, the leading Austrian banks have 
no intention of reducing their dividend for 1928. 


HUNGARY 


The Hungarian Commercial Bank of Pesth produced 
a net profit of 5,804,000 pengo for 1928 against 5,070,000 
pengo for 1927. Its dividend has been raised from 6 per 
cent. to 7 per cent. 

The Leopoldstadt Savings Bank, Budapest, has got 
into difficulties and will either be liquidated or absorbed 
by another bank. It is believed that the creditors will 
be repaid in full. 


ROUMANIA 


The Banca Comerciale Romana, Bucharest, will 
increase its share capital from 100,000,000 lei to 
300,000,000 lei. Part of the new shares will be used for 
the acquisition of the Bucharest branch of the Banque 
Belge pour |l’Etranger, which bank will become a share- 
holder of the Banca Comerciale Romana. The Banque 
d’Anvers will also take a participation in the new issue, 
and the Banque de l'Union Parisienne, which was 
responsible for the establishment of the bank, will increase 
its share holding. The net profits of the bank for 1928 
were 24,478,000 lei, against 20,556,000 lei for 1927. 

The Banca Romaneasca increased its net profits to 
118,000,000 lei in 1928, against 116,000,000 lei in 1927. 
The Warenverkehrsbank A.G., Brasov, earned a net profit 
of 7,800,000 lei for 1928, against 5,200,000 lei for 1927. 
The net profits of the Banca Nationale de Credit In- 
dustrial for 1928 were 39,665,000 lei. The Banca 
Moldova raised the status of its Bucharest branch into that 
of a principal office, but the Head Offices remain at 
Tassi. 

Two banks of Timisoara, the Banca de Credit 
Timisoara, and the Banca Mercur, have been declared 
insolvent. There are also a number of commercial and 
industrial firms which have got into difficulties. 
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MECHANISATION 
OF BANK ACCOUNTS 


Five reasons why British Banks have installed 


Burroughs Ledger Posting Machines 


1 A greater volume of work is handled with 
less staff and less costly floor space. 

2 The customer can obtain a complete statement 
—showing all transactions and the balance to 

date—at a moment’s notice—or at regular intervals 

by arrangement. 

3 All ledgers are balanced daily—and with 
greater speed, accuracy and economy. 

4 An increased output is handled economically 
at a saving of thousands of pounds a year. 

5 Clerks will obtain a comprehensive knowledge 
of banking more quickly than if they spent 

years on listing and adding clearings and posting 

ledgers, as in the past. 

"THESE are but a few of the reasons why 
British Banks—large and small—have installed 

Burroughs Automatic Ledger Posting Machines 

and Typewriter Accounting Machines. 

Bank executives are invited to discuss the subject 

with the specialists of the Burroughs Banks 

Department. 


urroug Machines 





BURROUGHS ADDING MACHINE, LTD. 
Chesham House, 136 Regent Street, London, W.1 
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YUGOSLAVIA 

Negotiations for the acquisition of a controlling 
interest in the Bosnian Bank for Trade and Industry 
by the Banca Commerciale Italiana have reached an 
advanced stage. The Italian bank already possesses an 
affiliated bank in Yugoslavia, the Hrvatska Banka, 
Zagreb, which would presumably amalgamate with the 
Bosnian Bank. 

The Yugoslav Union Bank will increase its capital from 
175,000,000 dinars to 200,000,000 dinars with the object 
of absorbing the Agrarian and Industrial Bank of Belgrade 
and other Yugoslav banks. Among others, the Laibach 
Credit Bank and the Commercial and Industrial Bank 
Vardar, of Uskub, are mentioned. It is possible that 
other amalgamations will be arranged in the near future. 


BULGARIA 


The Banque Franco-Bulgare pour le Commerce Inter- 
national will increase its share capital from 22,500,000 leva 
to 50,000,000 leva. 

TURKEY 

There is no truth in the continental Press reports that 
most foreign banks established in Constantinople intend 
to close down. The Crédit Lyonnais will maintain its 
branches and three agencies. The Commercial Bank of 
the Near East has no intention of withdrawing from 
Turkey. Nor have the Banque Francaise des Pays 
d’Orient or the Banco di Roma, which took over the 
Constantinople branch of the Banca Marmorosch, Blank 
& Co., Bucharest. It is, however, possible that the 
Banque Italo-Orientale and the Banque pour le Commerce 
et l’Industrie may close their offices. 

The Isch-Bankassi, one of the leading Turkish banks 
established under the Nationalist regime, which has 
absorbed the Banque Nationale de Crédit, will absorb the 
Bank for Tobacco Trade of Ak-Hissar, and a number of 
other provincial banks. 

ARGENTINE 

The Banco de la Provincia de Buenos Aires earned a 
net profit of 7,406,000 pesos for 1928, against 8,816,000 
pesos for 1927. The dividend remains unchanged at 
73 per cent. 
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* NIGHT SAFES * 


with Absolute Security to the Depositor and 
the Minimum Expense and Inconvenience to 


the Bank. 


As a means of encouraging and increasing business at the 
various branches of a Bank, the Night Safe is an invaluable 
aid. The success of such installations depends upon the 
confidence of the Bank’s customers in the security provided 
for deposits made after banking hours. 


The chief points of superiority of the JOHN TANN Patent 
Night Safe over other types are: 











It is impossible for a deposit to be retained 
in the receiving compartment and afterwards 
withdrawn by a thief who has spread a sticky 
substance therein previous to the deposit by 
a customer. 


Access to the Safe from the street is 
impossible—even though the depository be 
penetrated by a would-be thief. 


The mechanism can be inspected at any time 
without interfering with the security. 


The installation of the JOHN TANN Patent 
Night Safe requires no concrete, no chute, and 
no structural alterations. It economises space 
and can be removed or replaced by a safe 
of larger capacity if necessary. 


For full particulars write to: 


YON WANN 


LIMITE) 
117, Newgate Street, LONDON, E.C.1. 


Telephone: Central 9772. Te'egrams: “* Safejotan, London.” 


Edward Tann, 
Founder, 3795 Safe and Strong Room Makers to the Bank of England, 
the Royal Mint, and the Leading Banks throughout 
the world. 
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The New Lloyds Bank 


Headquarters 
By Professor C. H. Reilly 


T is a fine antidote to the depression of closed factories 
! and mills in the North of England to visit the heart 

of the City and to see on all hands great buildings 
tising phoenix-like above their lesser neighbours. It is an 
extraordinary moment really in the architectural history 
of English banking. The Old Lady of Threadneedie 
Street and four out of the Great Six are at the present 
time rebuilding their headquarters—Lloyds, the Midland, 
the Westminster, the National Provincial and Martins 
Bank. Most of these are in the state either of towering 
steel structures with part of a fagade unveiled or merely 
vast holes in the ground. The last to show a great new 
cliff of white stone is Lloyds, from the new Cornhill 
front of which most of the scaffolding has now come down. 
It is very striking as you suddenly see it coming down 
Poultry. A range of great Corinthian columns, placed 
high in the air, looks down with noble scorn on lesser 
buildings and the pigmy traffic below. It is an impress've 
effect, backed up, as the colonnade is, with powerful 
pylons at either end and with a great plain attic rising 
behind it. There is a fine effect of scale in great columns 
used in this way. Mr. Selfridge’s columns start at the 
shop facia level and run the whole height of his building. 
These start two storeys up, and though they seem almost 
as big as his, and run through three storeys as his do, 
they yet end two storeys below the top. Below them 
is a massive plinth, or podium, formed by a great plain 
stone wall pierced by a row of great arches, with rich 
soffites and infilling, and then a row of small rectangular 
windows. It is a magnificent base to a magnificent order. 
One wishes that the strong band which crowns it had 
still the fine, continuous enrichment of swags below it 
which the early drawings show. With these left out, 
as they are now, there is just a suspicion of doubt as 
to where the basement ends and where the main section 
of the facade begins. Is it above this string course or 
the one below? The main division of a classical facade 
should be as clear as day. The contrast, however, between 











TROLLOPE AND COLLS, LTD.. 


CONTRACTORS FOR 


LLOYDS BANK HEAD OFFICE 


LOMBARD STREET anp CORNHILL 
CRD 


Some of the More Important Contracts for New Buildings 
at present in hand or recently completed : 


COMMERCIAL UNION ASSURANCE CO., LTD., New Head Office, Cornhill. 
DISTRICT BANK, LTD., London Office, Cornhill. 

HAMBRO’S BANK, LTD., Head Office, Bishopsgate. 

ANGLO-SOUTH AMERICAN BANK, LTD., Old Broad Street. 

LAZARD BROS. & CO., LTD., Head Office, Old Broad Street. 

MORGAN GRENFELL & CO., London Office, Great Winchester Street. 
WM. BRANDT’S, SONS & CO., Banking Premises, Fenchurch Street. 
KLEINWORT, SONS & CO., Extensions to Banking Premises, Fenchurch Street. 
GLYN, MILLS & CO., Banking Premises, Whitehall. 

SUN LIFE ASSURANCE CO., of Canada, London Office, Cockspur Street. 
LONDON LIFE ASSOCIATION, LTD., Head Office, King William Street. 
*“ DAILY NEWS,” LTD., Head Office, Bouverie Street. 

“ DAILY EXPRESS” NEWSPAPER, LTD., Head Office, Shoe Lane. 
“ILLUSTRATED LONDON NEWS & SKETCH,” Essex Street, Strand. 
INVERESK REAL PROPERTY CO., LTD., Reconstruction of Inveresk House, 


Strand. 
P. & O. STEAM NAVIGATION CO., LTD., Head Office, Leadenhall Street. 


ROYAL MAIL STEAM PACKET CO., Head Office, Leadenhall Street. 
ROYAL MAIL STEAM PACKET CO., West End Office, Cockspur Street. 
CANADIAN GOVERNMENT BUILDING, Canada House, Trafalgar Square. 
HUDSON’S BAY CO., Offices and Fur Sale Rooms, Trinity Lane. 
IMPERIAL CONTINENTAL GAS ASSOC., Head Offices, Devonshire Square. 
EASTMAN DENTAL CLINIC, for Royal Free Hospital, Gray’s Inn Road. 
CAFE ROYAL, Regent Street. 

WALPAMUR CO., LTD., Factories, Darwen. 

MARYLEBONE CRICKET CLUB, New Grand Stands at Lord’s. 

CITY OF LONDON REAL PROPERTY CO., LTD., Office Building, Lime 


Street. 
HONOURABLE SOCIETY OF GRAY’S INN, Additions to Library, Gray’s Inn. 


CENTRAL LONDON THROAT, NOSE & EAR HOSPITAL, Gray’s Inn 


Road Extensions. 
BUENOS AIRES & GT. SOUTHERN RLY. CO., LTD., Office Building, South 


Place. 
“ian KONG & SHANGHAI HOTELS CO., LTD., Peninsular Hotel, Hong 
on 
PUBLIC by DEPARTMENT, HONG KONG, New Fire Station and 
Municipal Office 
PUBLIC WORKS ‘DEPARTMENT, HONG KONG, New Reservoir, Hong Kong. 
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the rich colonnade and the rest of the building is plain 
enough, and the columns themselves have fine scale 
given to them by the packed rows of little balusters 
(little only in appearance) between their pedestals. If 
one may be hypercritical again, the columns, with their 
elaborate fluting and fine Roman capitals, look a little 
too rich for the rest of the facade. The contrast is no 
doubt intentionally forced. That air of proud disdain, 
that appearance of monumental aloofness, which is so 
remarkable a feature of this facade, is no doubt arrived 





ARCHITECTS’ SCALE MODEL OF ELEVATION TO CORNHILL. 


at by some of these very things. I can imagine no 
facade in London having a greater effect on the man 
in the street. With the open space in front of the Royal 
Exchange it can be well seen. Its size and the consequent 
continuity of its long lines, its ordered simplicity, its 
mingled richness and severity, will impress everyone. 
Among its varied and cosmopolitan neighbours it stands 
out with a fine sense of unity and aloofness. Every 
member of the combined firms of architects—Messrs. 
Sir John Burnet and Partners, and Messrs. Campbell 








TROLLOPE & COLLS, LTD. 


THE GENERAL CONTRACTORS 
FOR THE 


NEW HEAD OFFICE OF 


LLOYDS BANK 


Are also the Contractors 
for the:— — 


REINFORCED CONCRETE STRONG- 
ROOM CONSTRUCTION. 


SPECIAL FINISHINGS TO THE BOARD 
AND COMMITTEE ROOMS. 


SANITARY AND PLUMBING WORK. 
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Jones, Sons and Smithers—engaged on the building 
cannot have had a hand in it. It is much too complete 
and unified a conception for that. I hope the directors 
of the bank, who are to be most heartily congratulated 
on the result of their long labours, really know and give 
the credit where the credit is due. 

There is one little thing which may be worrying them, 
as I confess it did me. Above the keystone of the second 
great arch out of the six on the ground floor is a finely 
modelled Italian shield with the emblem of the bank 
upon it. This, of course, marks the archway which 
contains the main entrance, with all its gorgeousness of 
great bronze doors and highly coppered and panelled 
soffites and jaumbs. The shield, however, stands up 
alone, and seems to break rather wilfully into the long 
range of evenly spaced small windows on the first floor, 
especially as seen at this moment above the hoarding 
which still hides these ground-floor arches. From the 
photograph of the model, however,—here produced—it 
will be seen that this shield will not look isolated and 
casual in the finished building. It will make the apex 
of a triangular composition with the great bracket lamps 
on either side of the entrance. These lamps, too, it may 
be remarked, will not in the end be copies of the famous 
lamps of the Strozzi Palace at Florence which all architects 
seem to put on their preliminary drawings. The man, 
whoever he may be, who has designed the detail of 
this building throughout with such mastery and care, 
and has given such individual character to its restrained 
but beautiful ornament, will, I am sure, not be content 
with anything sosecond-hand as these beautiful Florentine 
lamps have now become. 

If one ventures through the hoarding and pierces the 
intricacy of the half-built interior, one soon discovers, 
in spite of its forest of stanchions and beams, the fine 
lay-out of its plan. More than for any of the other 
great headquarters now being built, Lloyds have obtained 
for theirs a symmetrical site. Of course, it is not really 
symmetrical. No site in the City of London ever is; 
hence the chief difficulty our bank architects have in 
making monumental piles to vie with those of New York. 
Yet this one, with a front to Lombard Street and another 
to Cornhill, at an acute angle to one another, has been so 


Sit 


STRUCTURAL STEELWORK 


LLOYDS BANK-—Head Office. 


Architects: Builders: 
Sir Joun Burnet & PARTNERS. TroLtope & Cotts, Lrtp. 


AND 
CAMPBELL, JONES, Sons & SMITHERS. 


REDPATH BROWN & CO., LTD., 
CONSTRUCTIONAL ENGINEERS 


Lonpon. MANCHESTER. EDINBURGH. GLascow. 
SOUTHAMPTON. BIRMINGHAM. LivERPOOL. NEWCASTLE. 


EsTABLISHED 1802. INCORPORATED 1896. 
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utilised by the architects that, as one enters from opposite 
entrances from either street, one will have on one side of 
one a symmetrical banking hall, with balancing ranges 
of great monolithic marble columns, and on the other, 


LLOYDS BANK NEW HEADQUARTERS, CORNHILL. 























KINNEAR: Sjuveat SHUTTERS 





Buenos Ayres Great Southern Railway Company,§River Plate House, Finsbury, E.C. 
Ledger Cupboards: each fitted with a pairjof Kinnear Shutters for Fire Protection Purposes. 


Kinnear Shutters have been supplied by us for the following, among other 


Banks :— 
ANGLO-SOUTH AMERICAN BANK. LLoyps BANK, LTD. 
BANK OF ANTWERP. MANCHESTER & LIVERPOOL DISTRICT 
BANK OF LIVERPOOL & MarTINS, LTD. BANK. 


NATIONAL PROVINCIAL BANK, LTD. 
NEDERLANDSCHE BANK. 
Post OFFICE SAVINGS BANK. 


BANK OF LONDON & RIVER PLATE. 
BARCLAYS BANK, LTD. 


CHARTERED BANK OF INDIA. Roya. BANK OF IRELAND. 

CREDIT ANVERSOISE. _ STANDARD BANK OF SOUTH AFRICA. 
GURNEY’S BANK. ULSTER BANK. 

HonG KoncG & SHANGHAI BANK. WESTMINSTER BANK, LTD. 


Contracts at present in hand include Kinnear Shutters for :— 
LLOYDS BANK, LTD., HEAD OFFICE BUILDING 
AND 
GLYN, MILLS & CO., WHITEHALL BRANCH. 


et i 


Sole Manufacturers : 


ARTHUR L. GIBSON & CO., LTD., 


RADNOR WORKS, STRAWBERRY VALE, TWICKENHAM. 


Telephone: POPESGROVE 2276 (two lines). 

Branch Offices : MANCHESTER - 90 Deansgate (City 3138). 
BIRMINGHAM - 13 Temple Street (Central 6359). 
GLASGOW - - 121 West George Street (Central 1559). 
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facing axially down the hall, a great monumental 
staircase. All this is most spaciously and nobly done. 
The ground floor has not been sacrificed to a sea of 
ledger clerks. As in America, taking advantage of 
modern electrical apparatus for recording signatures, 
these clerks have been banished to one of the three 





ANCTHER VIEW OF LLOYDS BANK NEW HEADQUARTERS, CORNHILL. 
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B. GOODMAN, LTD. 


ESTABLISHED OVER 100 YEARS. 


Specialists in Demolition and 


Excavation Work. 


Head Office: 33-38 Haggerston Road, Kingsland. 
City Office: Bridge House, Blackfriars. 


TELEPHONE : TELEGRAPHIC ADDRESS: 
CLISSOLD 8850, 851. DEMOLISHER, KINLAND, LONDON. 








LLOYDS BANK. 


The whole of the Electrical Installation 
at Lloyds Bank, referred to in this 
issue is being carried out by— 


DRAKE & GORHAM, LTD. 


To the specification of 


Dr. OSCAR FABER, 0.B.E., M.INST.C.E. 


Amongst other important contracts which the Company has 
been entrusted with may be mentioned 
THE BANK OF ENGLAND ~- CHILDS BANK - DRUMMONDS BANK 
BARCLAYS - GLYN MILLS - BANGOR UNIVERSITY 
ROYAL WESTMINSTER OPTHALMIC HOSPITAL, Etc. 





36, Grosvenor Gardens (Head Office). 
29, Piccadilly, Manchester. 

58, West Campbell St., Glasgow. 
20a, Bedford Circus, Exeter. 
105, High Street, Winchester. 
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basement storeys, where they are comfortably housed 
to the extent of several hundred, and fed with sunlight, 
filtered and warmed air, and such like luxuries, which 
London, left to herself at the street level, cannot provide. 
The result is this fine, clear, symmetrical ground-floor 
space for the public, with a finer banking hall than any 
other bank can yet show. 

The same liberality of planning is shown on other 
storeys. The monumental staircase goes all the way up 
the building without contracting the fire-escape pro- 
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ILLUSTRATES PROGRESS OF STEEL ERECTION VIEWED FROM 
LOMBARD STREET. 





portions in the American way, and that although there 
are lifts on either side of it. The corridors on the upper 
floors seem proportionately fine, as indeed they do in the 
triple basements. As one would expect in such a building 
for such a bank, there is every modern arrangement for 
the comfort of directors and staff—fine dining rooms, 
rest rooms and that sort of thing. But all this, on what 
must be one of the most expensive sites in London, might 
have been given in a pinched way to gain an extra foot 
here and there of desk and office space. The architects 














Tg TT a 


WATER 
SUPPLIES. igen 


Lloyd’s Bank New Building GEORGE JENNINGS, Ltd. 


in Lombard Street, and most —— a 
of the principal Buildings in Pre eee ee 
the vicinity have independent Lambeth Palace Road, S.E. 1. 


Water Supplies on our system mae 
” Pp i ; y : Princes Street, Hanover Square, W.1. 
Large annual saving is affected. 





Advice given on water supplies for ARE SUPPLYING THE 


Country Houses, Estates, etc. SANITARY FITTINGS 
C. ISLER & CO., LIMITED, FOR 


Artesian Well and Consulting Engineers, 


Bear Lane, Southwark St., London, S.E.1 | LLOYDS BANK 


Telegrams : Telephone : | HEAD OFFICE BUILDING, 


“ Isler ” London. Hop 4460 (3 lines) 
And at Birmingham and Leeds. | LOMBARD STREET. 





H. T. JENKINS & SON, LTD. 


Head Office: The Marble Works, Torquay. 


London Office: Windsor House, Victoria Street, Westminster. 
Telephone: Torquay 2440. London, Victoria 6123. 


DECORATIVE MARBLE CONTRACTORS 


HAVE EXECUTED CONTRACTS FOR 
MARBLEWORK AT THE FOLLOWING BANKS. 


THE MIDLAND BANK, 
Head Office. 


Schroder’s Bank: 145-6 Leadenhall Street. 
Hambro’s Bank: 35-47 Bishopsgate. 
Lazard’s Bank: 10-12 Old Broad Street. 
Hong Kong & Shanghai Bank: Shanghai. 
Hong Kong & Shanghai Bank: Colombo. 
Yokohama Specie Bank: Shanghai. 
Imperial Bank of India: Colombo, 

Bank of Canton: Hong Kong. 


and are preparing 
THE MARBLEWORK for the NEW HEAD OFFICE of 


LLOYDS BANK 
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and the directors between them have, however, taken a 
wiser and longer view. Great numbers of men and 
women will spend their whole working lives in this 
building. A little graciousness in its arrangement, a 
little extra space in its halls and staircases, will have a 
psychological effect well worth the cost. Everyone likes 
to live in a noble building as well as behind a noble facade. 
Here everyone will. 

As to the construction, it seemed to me, on a recent 
visit, to follow all the latest practice. Ample use had 
been made of deep girders, some as much as eight feet 
deep, where walls could take them, to ensure clear spans. 
The chief item of interest I noticed was in the construction 
of the great mass of strong rooms in the centre of the 
three basements. They were built with the usual thick 
mattress of coiled steel embedded in concrete, but the 
concrete was in great blocks built in cyclopean walls, 
making a sort of inner citadel, or keep, which was very 
impressive architecturally and, one imagined, very effi- 
cient for its purpose. It looked as if the whole building 
might collapse about it and yet this inner building 
remain intact. 


General Contractors: Trollope & Colls, Ltd. 


LIST OF SUB-CONTRACTORS EMPLOYED ON THE NEW HEAD OFFICE OF 
LLOYDS BANK 


CARVING AND Mopetiinc—J. Armitage, Ltd. 

BronzE Work—Birmingham Guild, Ltd. 

OuTER StronG Room Doors—Chatwood Safe Co., Ltd. 

Bronze Winpows—Cittall Manufacturing Co., Ltd. 

REINFORCED ConcrRETE STRONG Room ConstRucTion—Trollope & Colls, Ltd. 
HeatTinG, Licutinc, Power anp TELEPHONE ConpuIts—Drake & Gorham, Ltd. 
ASPHALTE FouNDATIONS AND Roor Fiats—Thomas Faldo & Co., Ltd. 
ASPHALTING, MARBLE AND GRANITE Work—Val de Travers Asphalte Paving Co., Ltd. 
REINFORCED ConcRETE FLoors—Trollope & Colls, Ltd. 

Heatinc, Hot WATER AND VENTILATION PLant—G. N. Haden & Sons, Ltd. 
Puttinc Down OLp PREMISES AND Excavation—-B. Goodman, Ltd. 

STEEL CASEMENTS AND Bronze Wi1xpows—-Henry Hope & Sons, Ltd. 

WELL Bortnc aNnp Pumpinc PLtant—C. Isler & Co. 

Mare_eE Worx—H. T. Jenkins & Son, Ltd. 

INNER STRONG Room Doors, GRILLE GATES AND GRILLE Partitions—Milner Safe Co., Ltd. 
BronzE Worxk—H. H. Martyn & Co., Ltd. 

BronzE WorKk—Morris-Singer & Co., Ltd. 

Stone Masonry Work—Trollope & Colls, Ltd 

CONSTRUCTIONAL STEEL Work—Redpath Brown & Co., Ltd. 

Truinc 1n BasEMENT—W. B. Simpson & Sons. 

Lirts anp Car Doors—Waygood-Otis, Ltd. 

Terrazzo Work—Diespeker & Co., Ltd. 

Pavement Licuts—J. A. King & Co., Ltd. 

SomE oF THE Woop PANELLING—F. Tibbenham Ltd. 

DEcoRATIVE Fisrous PLasteR Work—Trollope & Colls, Ltd. 

“Vita’”’ Grass—Pilkington Bros. (through Nicholls & Clarke). 

Pirate Gitass—Compton Bros. 

SPECIAL FINISHINGS TO THE BOARD AND CoMMITTEE Rooms—Trollope & Colls, Ltd. 
Acoustic PLaster—May Construction Co., Ltd. 

SANITARY Fittincs—George Jennings, Ltd. 

Russer FLoorincs—Macinlop & Co., Ltd. 

SANITARY AND PiuMBING Work—Trollope & Colls, Ltd. 
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Hambros Ban 
Limited 


41.Bishopsgate A 
London E.C.2 i 
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Paid-up Capital £7,500,000 
Reserve Fund ... acs ‘iin exe eee a tet ase 5,900,000 
Reserve Liability of Proprietors ... ais ase rep 7,500,000 
20,900,000 
Aggregate Assets to 30th September, 1928 .. .. £88,982,585 1s, 9d. 
Head Office: SYDNEY, N.S. WALES. A. C. DAVIDSON, General Manager. 


; _ London Directors: 
H. L. M. Tritton, Esq., Chairman. Water S. M. Burns, Esq. I. C. Geppes, Esq. Oscar Lines, Esq. 





NEW SOUTH WALES 


ESTABLISHED 1817.) 





J. S. CampsBett, Manager. D. Gepptr, Asst. Manager. A. L. KENNEDY, Secretary. G. S. Kerr, Accountant. 


The Bank has 535 BRANCHES AND AGENCIES in the Australian States, New Zealand, Fiji, Papua(New Guinea) 
and London, and Agents and Correspondents all over the World, on whom the London Office grants Circular Letters of 
Credit. Also issues drafts on demand. Makes Mail and Cable Transfers. Negotiates and Collects Bills of Exchange. 
Arranges Wool and other Produce Credits. Receives Deposits for Fixed Periods on terms which may be known on 
application, and transacts every description of Australasian Banking Business. 


London Office: 29, THREADNEEDLE STREET, E.C.2. 


ASPHALTE 


4TS REPUTATION IS YOUR GUARANTESB 


ALL ASPHALTE work at LLOYDS BANK Heap OFFICE 
Is BEING EXECUTED sy 


VAL DE TRAVERS ASPHALTE PAVING CO., LTD., 
106, Salisbury House, Finsbury Circus, London, E.C. 2. 











BANCA MOLDOVA 


LTD. 


JASSY———— BUCHAREST. 


oo 
Capital Paid Up and Reserves— 
LEI 170,000,000. 


oOo 
Cable Address : MOLDOBANCA. 


Branches : 
CZERNOWITZ, GALATZ, BRAILA, 
KISCHINEFF, CETATEA ALBA 
(ACKERMAN), BELTZY, RENI, 
TIGHINA (BENDER), ROMAN, 


VASLUI. 
OG 


Every Description of Baking 
Business Transacted. 


MORE WORK-—BETTER WORK— 
EASIER WORK 


A ROYAL-TYPED LETTER 


IS OUTSIDE EVIDENCE 
OF INSIDE EFFICIENCY 


LONDON : 75, 75a, Queen Victoria St., E.C. 4. 
‘Phone : Royal 7601 (10 lines). 
PROVINCES : Look in any telephone book. 





THE 


MOSCOW NARODNY BANK 


LIMITED 
ESTABLISHED 1919 
Heap Office : 
300 High Holborn, London, W.C.1 


Paris Branco: 26, Rue Vivienne, Paris 


Beruin BRANCH : 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital 
Paid-up Capital ‘ ‘ 


. £1,000,000 
800,000 


Reserve Fund and Undivided Profit 120,000 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 


Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

London Correspondents of the State Bank of 
the U.S.S.R. 


Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The 0.8. of America, and everywhere in the U.$.3.R. 


Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 


Agencies in the principal cities 
of the Republic 


Banking connections throughout 
Europe and the United States 


Specially organized service for the 
Collection of Foreign Drafts 
and Bills 








BANCO CENTRAL 


The Banco Central, one of the largest banks in Spain, provides not only 
an organization whose services are highly appreciated throughout that country, 
but offers banking arrangements which cover the whole of America and the greater 
part of the European countries. 

It was founded in January, 1920, by a fusion of several old-established 
private banking houses both in Madrid and in the provinces, and has since 
absorbed other local banks of high standing. From its foundation the Banco 
Central has taken a high position in Spanish banking circles, which has been 
further consolidated and improved from year to year by its constantly increasing 
prosperity. 

Of the authorized capital of Ptas. 200,000,000, Ptas. 60,000,000 has been 
issued and is fully paid, and the dividends have risen from 5 per cent. in 1921 to 
Io per cent. in 1928, an indication of the steady progress of the business of the 
Bank. 

The Shares of the Banco Central are quoted on the “ Bolsas’’ of Madrid, 
Barcelona and Bilbao, the latest quotations being 204 per cent. or Ptas. 1,020 
per share of Ptas. 500 nominal. 

The extension of its organization throughout Spain has been very rapid, 
yet based on principles of sound banking practice, which have proved their 
worth in the uniformly satisfactory returns of the Branches. The latter now 
number over 100, as against six in 1920, and are situated in all the principal 
provincial towns. 

In order to cope satisfactorily with its increasing foreign business, the 
Bank has organized an up-to-date Foreign Department under the direction 
of an Englishman, Mr. Alwyn T. Eades, who has previously held important 
posts in English, French and Spanish banking circles, and whose knowledge of 
international finance assures the smooth working of relations between the Bank 
and its foreign Correspondents, a detail the importance of which will be fully 
appreciated by banks dealing with Latin countries. 

The Chairman of the Board is Excmo. Sr. Don Emilio Ortufio, former 
Minister of Public Works, a civil engineer of great repute whose name is closely 
connected with many enterprises of national importance. The general manager- 
ship is in the hands of Mr. Julio Collado, a well-known banker of considerable 
experience. The Board is composed of men of influence and experience both 
in the Capital and the Provinces. 

The Banco Central has taken an active part in all government issues, and, 
with special authorization, in certain foreign issues. Its sphere of action covers, 
in addition to all the customary banking operations, the financing of certain 
public works for account of the Spanish Government, a form of transaction 
which has proved highly remunerative. 

The bank buildings in Madrid and in many provincial towns are the property 
of the Bank; and in Barcelona the Eldorado Theatre has been bought to furnish 
a suitable site on the Plaza de Catalujia for buildings to house the branch in a 
manner which corresponds to its importance and position. 

The annual report and balance sheet, which has just been issued, reveals 
uniform progress in all directions. Deposits stand at Ptas. 339,000,000, 
against Ptas. 217,000,000 last year, the reserves at Ptas. 20,000,000, against 
Ptas. 16,000,000, and the total turnover at Ptas. 1,281,695,961, against 
Ptas. 976,531,386. For the reasons given above the item ‘‘ Bank Premises ”’ 
has increased, in round figures, from Ptas. 9,750,000, to Ptas. 14,738,000, whilst 
the amount held in Government and other first class securities has risen in 
proportion. In this connection it is well to point out that practically all 
securities are shewn on the books of the Bank very considerably under market 
price, a practice which provides in reality a substantial reserve. 

The nett profits of 1928, amounting to Ptas. 12,077,587, are up by 
Ptas. 1,305,000, and after paying a dividend of 10 per cent. for the year, placing 





Ptas. 4,000,000 to reserves, and writing off Bad and Doubtful Debts, a sum of 
Ptas. 2,125,555 remains as reserve for taxes and carry forward. 

After nine years working these results may be considered highly satisfactory, 
and there is every indication that the great popularity of the Banco Central 
will continue to increase in coming years, based as it is on a very complete 
organization, perfect courtesy, and good service. 


BANCO 
Balance Sheet, 








Pesetas. Pesetas. 
ASSETS. 

I.—CasH AND IN Banks. 
Cash and at Bank of Spain .. ae ws rv aa oe 44,612,735.86 
Coin and Foreign Bank-notes - - : = as 88,557.60 
Banks and Bankers .. ‘ i : a aa ae 39,252,801.54 

$$$ 83,954,095.00 
II.—Buts. 





Bills up to 90 days , a Pe - a ‘ ‘ 132,124,525.16 
Bills over 90 days . an oe ai ii 7 


SECURITIES 





Public Stock .. ia i oa se ‘ sc oe 68,402,185.67 
Other Stocks .. ee ‘ = ‘ - és “ 44,848,059.94 
cammmaiammmammmmmemmamram Wile... issu 
IIT.-—Loans. 
Loans against security - res ‘ ae aa iad 36,269,271.45 
Various loans at sight. . - ‘s is sf 13,425,946.81 | 
Long-dated loans . ¥ - Po - 41,696,973.46 | 
Loans in foreign currency (actual value) ‘ “a ‘ a 12,973,552-10 
| - —_———_——_—_—_- 164,365,743.82 
IV.—Property.. ea - ae is me i 1 $,738,973-29 





14,738,973.29 
V.—FURNITURE AND FIXTURES, Xc. 


Furniture and fixtures os ‘ : ani - i. 2,311,702.45 
Expenses of installation oe at oT - ta - 3,072,944.11 ; 
(a 5,984,646.56 


VI.—SHAREHOLDERS .. ‘a ma ai aa a _— — 


VII.—Suares UNIssveD ie a ‘4 ~ ware 140,000,000.00 

| 140,000,000.00 
VIII.—BRANCHES ‘“ oa ba Ss ind Sa 129,752,304.20 

- 129,752,304.20 
IX.—Sunpry Accounts a ba as ivi in 118,569,146.49 


118,569,146.49 





X.—SECURITIES DEPOSITED. 





Deposits . as es ‘i as - . aa ‘-s 438,955,381.62 


438,955,381.6 








Tova ws ne bi ww | | 1,281,695,961.75 





Approved. 
The Chairman of the Board, 
Emilio Ortuifio. 














Profit and Loss 

















Dr. Pesetas. Cts. 
Interest, commissions, brokerage and sundry ne or “a a «+ | 11,270,585 40 
General charges on ia a oa ie - me - 5,942,244 72 
Balance oe es oe ae ee ae ‘“s “ -. | 12,686,515 85 
TOTAL i és oy 29,899,345 97 
Approved. 
The Chairman of the Board, The Managing Director, 


Emilio Ortufio. - J. Collado. 








The situation of Spain in spite of a certain amount of political unrest in the 
past, which was grossly exaggerated abroad, is both financially and commercially 
sound, and the present regime is putting into practice with astonishing rapidity 
a number of schemes which will have a permanently beneficial effect on the 
prosperity of the country. 


CENTRAL 
31st December, 1928. 





LIABILITIES. 


].—CAPITAL 


II.—RESERVE Funv. 


Legal r¥ 
Voluntary 


III.—CREDIToRs. 


Banks and Bankers 

Sight Creditors .. ee 

Creditors up to one month 

Creditors at longer dates ¥ a rv 
Creditors in foreign currency (actual value) 


IV.—BILLs AND OTHER COMMITMENTS PAYABLE .. 


V.—ACCEPTANCES 

VI.—BRANCHES. . 

VII.—Sunpry Accounts 
VIII.—BALANCE FROM 1927 FINANCIAL 
IX.—Prorits 1928 


X.-—SECURITIES DEPOSITED. 
Deposits (per contra) a 


ey 





fora. 





Managing Director, 
Julio Collado. 





YEAR 


Pesetas. 


Pesetas. 





2,550,708.83 


| 


52,863,934.66 

| 123,971,573-37 

- | 15,438,935-82 
134,499,198.37 

; | 11,858,718.95 





1,361,630.72 


200,000,000.00 


13,449,291.17 





1,314,392-83 





- | 113,628,078.37 





- | 159,117,601.19 





668,928.46 





at 12,017,587.39 


$38,955,381.62 


200,000,000.00 


16,000,000.00 


338,632,361.17 
1,361,630.72 
1,314,392.83 
113,628,078.37 
159,117,601.19 
668,928.46 


12 017,587.39 


438,055, 381.62 











1,281,695,961.75 


Chief Accountant, 





Acveunt, 1928. 





Balance from previous year 
Gross profits a 


Torar 


J. 


a 











Lépez. 
Pesctas. Cts. 
668,928 46 
29,230,417 51 
29,899,345 97 





Madrid, 31st December, 1928. 
Chief Accountant, 
J. Lépez. 








ASSURANCE CORPORATION LIMITED 


Assets Exceed £12000.000 


LIFE Established 1837 - FIRE & ACCIDENT 1885 
Chief Offices, PERTH & LONDON 





ESTABLISHED 1809 


North OE 


Insurance Company, Limited 


FIRE LIFE ANNNUITIES 
ACCIDENT BURGLARY MOTOR MARINE 


AND OTHER CLASSES OF INSURANCE 


sn as P in as n as Hebi He PR et n as Hn  n w OF 


TOTAL FUNDS EXCEED - ~- £35,690,800 
TOTAL INCOME EXCEEDS’ - £10,462,000 
bs SUSIE 
SPECIAL ARRANGEMENTS FOR LIFE ASSURANCE 
8 ON LIVES OF BANK OFFICIALS AND EMPLOYEES 
bs CHIEF OFFICES: 
F’ LONDON ......._«.» 61 THREADNEEDLE STREET, E.C.2 4 
8 EDINBURGH... ... —.» ~~ 64 PRINCES STREET & 
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THE UNDERWRITER 


An Insurance Diary 


MARINE INSURANCE 

Mr. H. M. Merriman, the retiring Chairman of the 
Institute of London Underwriters, had nothing cheerful 
to say in his address. Attempts to make tariffs and 
agreements had failed, because while in the past it 
was possible to maintain tariffs though signed in the 
United Kingdom only, it was now impossible to do 
so unless they were international. 

MARINE POLICIES 

Mr. Charles Wright, Chairman of Lloyds’ Brokers’ 
Association, in a recent speech, pleaded for the abolition 
of minor claims, and for an international franchise 
agreement. He also criticised brokers for embodying 
extraneous clauses in policies, contending that such 
matters should be the subject of special agreement 
in the slip. And he is in agreement with Mr. Hogg, 
to whose paper reference was made in last month’s 
UNDERWRITER, in pleading for a more comprehensive 
policy. 

HOME FIRE LOSSES IN FEBRUARY 

These were rather lower than January, namely 

£733,000, against £557,000 for February of last year. 


OVERLOADING OF SHIPS 


In a recent report the Chamber of Shipping stated 
that between January, 1926 and September, 1928, 
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“IMPERIAL FINANCE” 








By SYDNEY RUSSELL COOKE and E. H. DAVENPORT. 


q A study of the Loan Policy of the British Commonwealth of Nations. 


Price TWO SHILLINGS § (Post Free Two Shillings & Threepence) 


Order from your Bookseller 
PUBLISHED BY 


PELICAN PRESS 


2, Carmelite Street, London, E.C.4. 
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the Board of Trade reported only 11 ships overloaded 
out of 200,000 voyages in the foreign trade, and 25 
out of 200,000 in the home trade. Of the vessels so 
reported, 60 per cent. were small craft under 500 tons. 
MOND-TURNER CONFERENCE 

The report of Lord Melchett’s Committee contains 
two matters of insurance interest. It recommends 
an enquiry into the consolidation of existing pensions 
and insurance funds. This is desirable beyond all 
question. Social insurance, if unified, could be made 
far less costly, and moreover, it could be made into 
real insurance, which the so-called unemployment insur- 
ance is not, and never has been. It is not feasible 
for the government to undertake so big a task before 
the next election, but it is to be hoped that it will 
be done soon. The second matter recommended by 
the report is the extension of Export Credits. As 
mentioned in the December UNDERWRITER, a committee 
of three is enquiring into this, and nothing can be done 
until they report. 

PERRIN Vv. DIXON 

An important and interesting decision has been 
given by Mr. Justice Rowlatt. The Bishop of Willesden 
insured sums to pay for the schooling of his son and 
daughter—-f100 a year for the son and £50 a year for 
the daughter. The premiums were, as usual, repayable 
on the death of a child, but without interest. The 
Inland Revenue claimed that the £150 a year was in 
fact an annuity, and chargeable with income tax. 
The judge decided against them. He held that all 
that the insured got back was his own capital. If 
the children lived, he recovered this capital plus interest, 
represented together by the {150 a year. If they 
died, he received it without interest. But, in either 
event, it was a capital repayment, and not an annuity. 


SMALL INVESTORS 
Mr. Walter Runciman, in his speech to the United 
Kingdom Provident Institution, stated that beyond 
all doubt the capital owned by small investors was 
nearly £2,000 million. He pointed out regretfully that 
insurance had not kept pace with investment, for whilst 
the building societies, savings banks and _ national 
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savings certificates all were increasingly utilised, in- 
sufficient use was made of a life policy. This, of course, 
is entirely true, and everyone has been saying it for 
vears. 
MOTOR INSURANCE 

The Co-operative Insurance Society, Limited, are 
raising their rates by 20 per cent. for both private © 
and business cars, within 15 miles of Charing Cross. 
Moreover, they will take no proposals from members 
of the theatrical profession, bookmakers, or members 
of the naval or air forces. Apparently soldiers are 
accepted. 

SUN LIFE ASSURANCE COMPANY OF CANADA 

This company, now a British office, has announced 
new business for last year of over £90 million, an 
increase for the year of {£23 million and more. These 


are immense figures, bigger even than the Prudential, 
our largest purely British office. 


THE PRUDENTIAL 


Sir Edward Horne had some encouraging figures to 
give at the recent meeting of the Prudential. New 
ordinary life business was {£174 million, and new 
industrial life business £583 million. Single premium 
policies accounted for £1 million. 


AUTO-CAR FIRE AND ACCIDENT INSURANCE COMPANY 


This company will in future be known as The Guildhall 
Insurance Company, Limited. 


MR. J. M. KEYNES UPON INSURANCE 


Mr. Keynes had a good deal to say at the dinner 
of Lloyds’ Insurance Brokers’ Association. He bewailed 
the small part life insurance played in peoples’ minds, 
saying that we had only touched the fringe of its 
possibilities. He advocated co-operative advertising, 
saying that it was much more important that insurance 
generally should progress than that one office, even 
his own, should excel its neighbours. He declaimed 
against the indiscriminate payment of commission and 
said, in conclusion, that insurance should be attractive 
enough to sell itself without some of the methods 
adopted at present. Sir Ernest Bain, who followed 
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him, agreed with much that he said, stating particularly 
that commission rates were inordinately large. 
CITY OF BRADFORD 

The Corporation of Bradford have applied to the 
Minister of Health for authority to transact insurance 
business. They want to cover fire, third-party claims, 
boiler explosions, employers’ liability, injuries to school 
children, fidelity and accidents to teachers. 


INSURANCE AGAINST DOCTORS’ BILLS 

Family Medical Services, Limited, for a premium 
of {4 2s. 6d., will insure a man and wife, neither of 
them older than 45, against doctors’ bills. Where 
the doctor’s fee per visit is 5s., this premium covers 
them up to 100 visits a year, but the insured must 
pay the first £3 tos. They are also covered against 
surgeons’ fees up to 25 guineas a year each, and for 
surgical appliances up to I0 guineas a year each, and 
against corresponding charges for nursing home treat- 
ment. 

FATAL ACCIDENTS IN MINES 

These decreased in 1928, for deaths were 1,075, 

against 1,209 in 1927. 
INFLUENZA 

Some gloomy statements were made at the annual 
meeting of the National Federation of Employees’ 
Approved Societies. Sickness experience has _ been 
steadily worsening since 1922-3; and, unless some change 
comes, 1929 will be a peak year for illness. Some 
societies have as much as 7 per cent. of their members 
on the sick list, and influenza accounts for half. The 
death rate, however, is substantially below that of 
1918. 

FROST 

Considerable question has arisen on claims for burst 
pipes. Speaking generally, a householder’s Compre- 
hensive Policy covers damage to the contents of the 
house, furniture, ornaments and such like, but not 
to the structure, ceilings or wall-paper. 


CREDIT INSURANCE IN AUSTRIA 


It is reported that the Vienna Municipal Insurance 
Company intends to insure credit. 
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PERSONAL 


The following gentlemen connected with insurance, 
received honours on 1st March :— 

Sir William Edgar Horne received a_baronetcy, 
and Sir William Cundiff, J.P., Sir Stephen Easten, J.P., 
Sir James Hamilton, J.P., Sir Edward John Holland, 
D.L., J.P., and Sir Lewis Lougher, J.P., M.P., received 
the honour of knighthood. Sir William McLintock, 
K.B.E., was made a G.B.E., and Sir Robert Tuite 
Boothby and Sir Dennis Henry Herbert, J.P., M.P., 
received the honour of K.B.E. 

Captain John Albert Leighton, C.B.E., D.S.O., and 
Mr. Gwilym Hugh Lewis have been elected under- 
writing members of Lloyds. 

Mr. Andrew Wallace Cowan has been appointed a 
director of the Caledonian Insurance Company. 

The following gentlemen have joined the Board of 
the United British Insurance Company: Major R. L. 
Benson, Edgar H. Boles, Robert Connew, E. Cassleton 
Elliott, Colonel the Hon. A. McDonnell, and A. W. 
Wamsley. 

Sir James Hamilton has been elected chairman of 
the Guarantee Society, and Sir George A. Duncombe, 
J.P., has been appointed a director. 

Mr. William Melville Codrington has been appointed 
a director of the National Provincial Insurance Company. 

Mr. R. W. Whineray has been appointed a director 
of the Standard Marine Insurance Company. 

Mr. Edwin Thomas H. Davies, M.D., has been 
appointed a Medical Referee under the Workmen’s 
Compensation Act for Abergavenny, Monmouth, and 
neighbouring districts. 

Sir J. Denison Pender, G.B.E., K.C.M.G., who 
recently died, was a director of the Atlas Insurance 
Company. 

Sir William John Lancaster, who died last month, 
was a director of the Prudential Assurance Company. 

We regret to report the death of Mr. Haley Fiske, 
President of the Metropolitan Life Insurance Company 
of New York. 
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Industrial Assurance and Friendly 


Societies Bill 


NTRODUCED on 8th March by Sir Thomas Inskip, 
] the Solicitor General, this measure passed second 

reading unopposed. It does several desirable things. 
It corrects the decision in the Merthyr case. As is well 
known, Industrial Insurance Societies may not insure 
or pay more than certain sums on the death of a child, 
the amount being {15 for children up to ten years 
old and smaller sums for lower ages. The reason of 
that is obvious. It is to prevent the danger of a child’s 
death being profitable to a parent. Now it has long 
been the practice of these societies to issue, in addition, 
endowment policies on the lives of children, with the 
usual proviso that the premiums are repayable if the 
child dies before the policy matured. And the Registrar 
General (now the Industrial Insurance Commissioner) 
has always held that these repaid premiums were not to 
be included in the maximum provided by law. And 
naturally so: for repayment of premiums, and repay- 
ment, by the way, without interest, was not the mischief 
at which the law had aimed. An endowment policy, 
payable not at death but on living to a certain age, was 
not a trafficking in the death of a child, but doing 
something for him during life: and the mere fact that 
premiums were returned on his death did not cause the 
parent to benefit by his death, for all he got back was 
the actual sum he had paid without interest. However, 
in a test case, the Merthyr case, the Court decided 
otherwise, and decreed that these premiums must be 
taken into account. Therfby numberless policies were 
rendered illegal, and various pains and penalties were 
incurred, though before the Merthyr decision everyone 
treated such policies as legal. Moreover, the Friendly 
Societies and Industrial Societies were in the awkward 
position of having issued illegal policies, and being liable 
to claims for return of premiums. That is righted by the 
new Bill, and the law put back to where it was always 
believed to be. 

The Bill does something else. Oddly enough, while 
both Friendly and Industrial Societies can insure funeral 
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expenses on the death of relatives of the insured, they 
cannot issue endowment policies on the lives of such 
relatives. But such policies, though illegal, have in fact 
been issued for many years. The Bill legalises them. 
It expressly stipulates however, that no sum is to be 


-paid on death greater than reasonable funeral expenses. 


Lastly, the Bill follows the lead given by the 
Prudential, referred to in THE UNDERWRITER for last 
month. Free paid up policies are to be granted after one 
year’s premiums have been paid, for such a proportion 
of the sum assured as the premiums paid bear to 
the total premiums payable. Or, alternatively, some 
surrender value is granted. 

The Bill received little criticism, and will no doubt 


‘pass. 


Insurance of Gold Transport 


By Paul Einzig 


INCE the restoration of the gold standard in a 
S number of countries, the volume of international 

gold movements has exceeded its pre-war figures. 
It is likely to remain abnormally high for some years, 
until the process of redistribution of gold reserves 
accumulated by the United States and a few other 
countries is completed. The insurance of gold transports 
deserves, therefore, some attention. It is a special 
branch of insurance, different to a certain extent from the 
ordinary transport insurance. The increasing popularity 
of the transport of gold by air has also given rise to some 
interesting problems. 

Before the war, over go per cent. of the insurance of 
gold transport, whether to and from London or between 
foreign centres, was arranged in London, almost exclu- 
sively at Lloyds. Since the war, American and German 
insurance companies have taken an interest in shipments 
made to and from their respective countries, and through 
a reduction of rates have been able to acquire some 
business hitherto done in London. In Spite of this, the 
greater part of gold transport insurance business 
continues to be arranged in London, not only because 
this centre has remained the principal free gold market, 
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but also because of the superior knowledge and experience 
of British insurance interests, and its better facilities for 
the re-distribution of the risk. 

One of the peculiarities of the insurance of gold 
transport, both by sea and/or rail, and by air, is that 
over-insurance is admitted and is generally practised. 
It is a well-established habit to over-insure shipments 
to the East to the extent of 5 to 10 per cent. The gold 
cargo of the “‘ Egypt,’ which foundered some years ago, 
was over-insured, and the surplus was paid without 
objection. The reason of this practice is that gold 
shipments are urgent, and that any delay caused by the 
loss of the cargo causes considerable inconvenience to the 
shippers, who may have to arrange for credits in great 
haste and at unfavourable terms, to make the payments 
which are meant to be made out of the proceeds of the 
sale of gold. The market price of gold is a matter of 
public knowledge, and the firms engaged in gold shipment 
are usually of a first-class standing. For this reason, the 
possibility of any abuse of the over-insurance is very 
remote. As regards gold shipments between London and 
New York, and in other cases where the competition 
between arbitrageurs is very keen, the extent of over- 
insurance tends to be less than in the case of gold 
transports to the East. It is not likely to disappear 
altogether, however. 

Between London and New York gold is shipped 
exclusively on first-class fast boats, and the risk on such 
transports is very small. For this reason, the premium 
is lower than for transport to most continental centres, 
in spite of the difference in the time of transport. There 
is keen competition between insurance companies to 
secure the insurance of trans-atlantic consignments. 
Several companies have concluded “ floating policies ” 
with banks, undertaking the insurance of a certain 
amount of gold if and when shipped between London 
and New York. In doing so, the companies assume a 
certain risk, as they may have to reinsure the bulk of 
the amount at a higher rate than the one fixed in the 
policy. The rates vary, of course, according to the 
amount shipped on one particular boat. If the bank 
which has a floating policy ships gold on a boat which 
carries a large amount for other shippers the rate is 
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likely to be rather high, and the company may have to 
reinsure part of the amount at a loss. 

The transport of gold by air between London and 
continental centres is a recent development. At its 
early stages, insurance rates were rather higher than for 
transport by sea and rail, owing to the lack of confidence 
in air transport, and also the lack of statistical 
material to enable underwriters to estimate the risk. As 
a result of the experience of several years, it was found 
that the risk involved in the transport of gold by air for 
short distance is not greater than for its transport by 
sea and rail. Although the possibility of total loss is 
greater, that of partial loss through pilferage or other 
causes is less, especially when there is direct air service 
between two centres. In such relations, insurance rates 
for transport by air even tend to be slightly lower than 
for transport by sea and rail. Much depends, of course, 
on the amount transported by the same aeroplane, the 
maximum being limited at a figure well under the 
maximum carrying capacity of the machine. Rates for 
insurance by air are also more individual and subject to 
wider fluctuations than those for transport by sea and rail. 

The improvement of air mail service for long distances 
will raise particularly interesting problems of gold 
insurance. In the beginning, rates are likely to be 
prohibitive, because the risk involved will be extremely 
high. For this reason, even if a regular air mail service 
is established between London and India, for instance, 
it is doubtful whether gold will be transported by such 
means, apart from especially urgent cases, for some time 
to come. The saving of interest and possibly of freight 
would be more than counteracted by the excessive 
insurance rates. There was some talk recently about 
the establishment of air transport service for gold between 
South Africa and London. Even if technical obstacles 
could be overcome as a result of the progress of aviation, 
insurance rates would probably remain abnormally high 
for some time. Much would depend cn the integrity of the 
pilot, for the temptation of mney with a consignment 
of gold in Morocco—with which State there is no Extradi- 
tion Treaty—instead of London would be rather great. 
In spite of this, gold insurance for long-distance air trans- 


port is likely to play an important part sooner or later. 
G2 
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Recent Legal Decisions 


Ttti GH the claim involved was not large, the point 
at issue in the recent case of Loders and Nucoline, 
Lid., v. Bank of New Zealand is of general 
importance. Under two contracts dated respectively 
November 21, 1927, and December 12, 1927, the Bank 
of New Zealand sold to Messrs. Fischel and Co. 300 tons 
of copra at the price of {27 5s. per ton, “ cost, freight, 
insurance, shipped, or to be shipped, per steamer or 
steamers from Australasia to London during December, 
1927, and/or January, 1928.” The insurance clause 
in the sale contracts read: “‘ Insurance (including war 
risk) on free from particular average terms to be effected 
by sellers at the contract price, plus 5 per cent. on the 
net shipping weight; such assurance to cover the copra 
until delivered in the ordinary course of transit into 
warehouse at the port of destination.” 

Messrs. Fischel resold the copra to Loders and 
Nucoline, and in December, 1927, the consignment of 
300 tons was shipped per s.s. “ Clan MacWilliam.” In 
the course of the voyage from New Zealand to London 
the ship called at one of the Tonga Islands to take up 
additional cargo, but while there caught fire, and 
became, together with her cargo, a total loss. 

On February 28, 1928, after the loss had been 
reported, Messrs. Loders had presented to them the 
shipping documents which, besides the invoice and the 
bills of lading, comprised three insurance policies, each 
covering 100 tons of the copra and insuring the same 
for £2,862 tos. In the margin of each policy there was 
a “‘ freight contingency clause’ in the following terms : 
“On freight payable at destination valued at £325, 
being increased value of copra through payment of 
freight, this insurance being deemed to be part of the 
total amount on the copra valued at such total amount.”’ 

Messrs. Loders and Nucoline, on receipt of the 
documents, took exception to the policies as not being in 
accordance with the insurance clause in the contracts of 
sale, and on the ground that the contract price was 
c.i.f., and that the obligation of the Bank, as sellers, was 
to effect an insurance at that price, claimed that the 
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£975, the total of the freight, was included in the cover. 
On this issue the arbitrators found in their favour for 
£975 with interest. It was also claimed that the 
insurances were not in the form usual in the copra trade. 

The two questions left open for decision were: (1) 
were the plaintiffs, on the true construction of the 
contracts, entitled to demand valued policies for the 
full c.if. price, plus 5 per cent., without any freight 
contingency clause, and without any separate valuation 
of the freight, and (2) if the plaintiffs were so entitled, 
had they suffered any damage, and would the insurers 
be entitled to re-open the valuation, and refuse to pav 
such part of the claim as represented the freight on the 
copra ? 

Mr. Justice Wright, on the first of these questions 
held that the intention of the contracts was an insurance 
covering the contract price. 

“ The contract price,” said his lordship, was an indivisible sum, but 
the policies, as taken out, distinguished between the price of the goods 
and the freight. They made two subjects of insurance with a different 
valuation for each. Instead of insuring at the contract price, the 
sellers effected separate insurances on the goods and on the freight. 
, In my view the buyers’ objections to the policies, when 
presented, were right. The contract in each instance is absolutely 
clear, and in my judgment separate insurances did not satisfy it. It 
is not, in my judgment, necessary to consider the point of whether or 
not these policies were in accordance with the form customary in the 
copra trade, and it is not necessary because by the express terms of 
the contracts the policies were clearly wrong in form. 

But it has been contended that even if the policies were not such 
as were required by the contracts, the buyers have really no claim for 
damages, because, had policies been tendered which did satisfy the 
contracts, the insurers, on learning the facts concerning this loss, could 
have re-opened the valuation, and have refused to pay that part of the 
insurance representing the freight. In my view the sellers must fail 
on that point also. The buyers were entitled under the contracts to 
demand valued policies, and as laid down by Section 27 (3) of the 
Marine Insurance Act, the value fixed by them was conclusive. There 
was nothing to be objected to in the valuation; the insurance company 
could not have re-opened it. . . . It has been urged that the 
freight in this matter was never in fact at risk. But the subject 
matter of the insurance should have been the goods and nothing else. 
There was no right under the contracts to split up the insurance. 


On these findings Mr. Justice Wright entered judg- 
ment for the plaintiffs and confirmed the Arbitrators’ 
award. The importance of this decision lies in its 
bearing on the insurance clauses of sales contracts. 
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Where it is a question, as here, of whether in carrying 
out such a clause sellers ought to conform to insurance 
practice, or insurance practice conform to the clause, 
there can now be no longer any doubt that it is the 
insurance practice which must, if necessary, be modified. 
In other words the insurance clause in sales contracts 
must be carefully drawn, and if it is the practice to issue 
policies with a marginal freight contingency clause, the 
right to follow that practice must be stipulated for in 
the sale contract. 

An insurer’s rights to subrogation are analogous with 
those of a guarantor, and according to the analogy, as the 
guarantor’s right of recourse against the primary debtor 
does not arise until he has himself discharged the debt, so 
an insurer cannot, by subrogation, claim to stand in 
the shoes of the insured for the purpose of recovering 
damages from a third party until the sum due under 
the policy has been paid. 

This point recently came before the Court of Appeal 
in the case of Page v. Scottish Insurance Corforation. 
(“ Times” L.R. February 7.) The Corporation issued 
a motor car policy to Mr. Arthur Stanley Forster, of 
Redcar, Yorks. At the request of Forster, Mr. Henry 
As Page, a motor car dealer at Wembley, drove the car 
from Leeds to London, but on the way, in Bedfordshire, 
the car came into collision with another motor car, and 
was seriously damaged. Under the terms of the policy 
the company had the option either of paying Forster’s 
claim for the damages, or of getting the car repaired, and, 
having decided to defray the cost of repairs, entrusted 
the work to Page. Page carried out the repairs and sent 
the company a bill for £117 2s. 6d. Against these costs 
the company claimed, by right of subrogation, to offset 
the damages claimable by Forster frem Page, on the 
ground that the loss had arisen from the latter’s negligent 
driving. Page, however, denied the right, and sued for 
his account. 

When the case was heard before Mr. Justice Salter it 
was contended that the company had no right to subroga- 
tion until the sum due under the policy, the £117 2s. 6d., 
had been paid. Mr. Justice Salter, however, held that 
the company was not prevented from being subrogated 
to the insured’s rights, because the third party claims of 
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Page as repairer remained unsettled and that they were 
entitled to set off the claim against Page for damage 
without first going through the formality of paying 
his bill. 

From that judgment Page appealed, and the Court 
of Appeal decided in his favour. In delivering the judg- 
ment of the Court, in which Lords Justices Greer and 
Sankey concurred, Lord Justice Scrutton described 
subrogation as “a kind of equitable right of the under- 
writer, who has indemnified the assured, to minimise his 
loss by using rights which the insured might have 
enforced.”’ 

I have always understood (the learned judge went on to say) 
that the underwriter has no right to subrogation unless and until he 
has fully indemnified the assured under the policy. It is only after 
that has been done that his equitable right arises. 

It was stated that, after the proceedings had been 
taken, the company had paid Page’s account for repairs, 
but the Court of Appeal held that though this payment 
gave them the right to subrogation, it did not cure the 
default of setting up that right before the claim arising 
under the policy had been met. 

An incidental point which arises out of this decision 
is whether, where the insurance company has, under the 
policy, the option of discharging its obligation to the 
insured in kind (e.g., by restoring the subject of the 
insurance to its original state and condition) and has 
fulfilled that obligation, such fulfilment is not, in all 
respects, the equivalent of a payment in money. If on 
the terms of the policy it is, does fulfilment give rise to 
the right to subrogation equally with a money payment ? 
Apparently the view taken by the Court of Appeal is 
that the fulfilment is not complete unless and until the 
costs of the fulfilment have been paid. 


Scotland’s Sphere in Insurance 


A National Function 


COTLAND occupies a proud position in the British 
S Isles in connection with the insurance profession. 
For considerably over a century ago one of the 
most prominent of present day British insurance offices 
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had its inception north of the Tweed. As time went on 
other companies sprang into being, and the fame of all 
those score or more of offices has spread throughout the 
length and breadth of the United Kingdom. Nor is 
their fame confined to thiscountry. Some, at least, have 
established practically world-wide connections, alike with 
many of the English companies. 

Readers of the BANKER are familiar with the founda- 
tion of life assurance practice in Scotland, and it is, 
therefore, unnecessary for me to delve into history in 
that respect. As regards the Scottish companies which 
are now engaged in providing insurance of nearly all 
classes for the benefit of the insuring public, one can say 
quite truthfully that, without exception, they are all 
performing a function, which, in the national interest, is 
of a most invaluable nature. 

Edinburgh is the home of that aristocratic, 115 years’ 
old office, the Scottish Widows’ Fund and Life Assurance 
Society, over whose destinies the Rt. Hon. Lord 
Kinross, K.C., now presides. There are few offices which 
have numbered among their directorates so many dis- 
tinguished personalities. Two Earls of Rosebery, a Duke 
of Richmond, and a Marquis of Tweeddale have at one 
time and another occupied the Charimanship. The 
present Lord Rosebery is President to-day. As a bonus 
payer, the Scottish Widows has for more than a 
generation been most distinguished. At the present 
time the Society is paying a compound bonus of 
42s. per cent. per annum. The lowering last year of the 
Society’s rate of interest from 3 to 2? per cent. has 
materially strengthened the reserves and added sub- 
stantially to the security behind Scottish Widows’ 
contracts. Policyholders will have noted with parti- 
cular satisfaction that the surplus revealed by the quin- 
quennial valuation last year was well over £3,000,000, 
constituting the largest in history, and also that the 
present rate of bonus is almost 25 per cent. in excess of 
the pre-war rate. 

Only one year younger than the Scottish Widows is 
the Scottish Amicable Life Assurance Society, known 
originally as the West of Scotland Insurance Company. 
It has its headquarters in Glasgow, and branches in 
most important towns and cities in this country. Also 
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embracing the mutual principle of life assurance, the 
Society has a high reputation among bonus pavers and 
is also prominent for its minimum system. Another 
company worth mentioning is the Scottish Insurance 
Corporation, which has been under the control of the 
Scottish Amicable since 1919. This Corporation trans- 
acts fire, accident and general business, and its various 
departments are in a very sound actuarial position. 

Another mutual office of note is the Scottish Equitable 
Life Assurance Society, which was established in 1831, in 
Edinburgh. This Society is, perhaps, of greater interest 
than some offices to readers of the BANKER, by reason 
of its ‘ Bankers’ policy,’”’ which is specially devised for 
the benefit of the banking community. The funds are 
large, and the Society is excellently managed. 

The Scottish Provident Institution, another Edin- 
burgh office, was founded six years later. This office 
makes a feature of low rates of premium with deferred 
participation in profits. With premiums but little 
higher than those usually quoted for ordinary non-profit 
life assurance it is little wonder that this special system 
finds attraction with assurants. 

The year 1881 witnessed the inception of another 
Edinburgh company, viz., the Scottish Life. This year 
the Company announced an increase in its rate of 
interim bonus in respect of the two remaining years of 
the current quinquennium from 43s. to 47s.. per cent. 
With a moderate expense ratio, a light mortality experi- 
ence, and ability to increase the bonus rate as mentioned, 
prospects of a good division of profits at the end of the 
quinquennium in 1930 appear to be highly promising. 
The life fund at the end of last year stood at £5,575,932. 

The Life Association of Scotland, which came into 
existence in 1839, under a different title, adopts the 
triennial basis of valuation. It is paying now an interim 
of 42s. per cent. At the last distribution of profits 
policyholders received an allotment of £343,176 out of 
a surplus of £549,073. The position of the Association 
financially is very sound, and its business record in the 
past bears testimony to the way in which its policies are 
appreciated by the insuring public. 

Dating from 1883, the Scottish Temperance Assurance 
Company continues to show a good record of progress. 
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This is not surprising in view of its favourable mortality 
experience and economical management, combined with 
a sound investment policy, resulting in a steadily in- 
creasing rate of interest earned on the funds. In this 
instance interim bonuses are being paid at the rate of 
44s. per cent. The last quinquennium ended in December, 
1927. 

There are some companies that date considerably 
further back. There is, for instance, the Standard 
Life Assurance Company, formed in Edinburgh in 
1825. It was not until 1924 that this company 
became a mutual office. As such it has been a 
great success, giving its policy holders the advantage 
of low premiums and_ substantial bonuses. Then 
there is the Caledonian Insurance Company, also of 
Edinburgh, the oldest of all the Scottish offices, having 
been established in 1805. The Caledonian needs no 
recommendation. Everyone knows that it embraces 
in its business reticule life, fire, accident, marine and 
other classes of insurance. Here, again, is an office 
which caters well for its life policy-holders in the matter 
of bonuses. 

The year 1824 witnessed the birth of the Scottish 
Union and National Insurance Company, yet another 
Edinburgh office. This Company is among the leading 
general insurance offices, and has a large connection 
overseas. It is difficult to get away from Edinburgh, 
which may justly claim to be the home of insurance in 
Scotland. Here in 1809, was established the North British 
and Mercantile Insurance Company, which ranks as one 
of the leading composite offices. World-wide in its 
ramifications, the North British needs nothing said in its 
favour. 

This article would be singularly incomplete without 
containing mention of the General Accident Fire and 
Life Assurance Corporation, the well-known Perth Insti- 
tution, which was established in 1885. It came specialy 
into note in 1925 when it obtained control of the General 
Life Assurance Company, and thus extended its life 
business which it had transacted since 1906. The General 
Accident has a very live branch in the United States, 
while it also does extensive business in many other parts 
of the world. 
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Finally, the Scottish Automobile and General Insur- 
ance Company also deserves special mention. As its 
title implies, this company is extensively concerned with 
motor-car insurance. Although the company was only 
established in Ig1g, it has already built up a_ very 
considerable - business on sound lines, and its motor car 
policies stand high in the estimation of the motoring 
public. From the foregoing brief review it will be 
gathered that Scottish Insurance Companies are a great 
force to be reckoned with. 


American Insurance Afiairs 


By Our New York Correspondent. 


HERE are signs pointing to important changes 
| in the fire insurance business in the United 
States within the next few years, but they are not 
clear enough to warrant a forecast of what the changes 
are likely to be. The annual statements of companies 
recently filed with the State Insurance Departments 
indicate that generally speaking the leading stock com- 
panies suffered some reduction in fire premium income 
during 1928 even though they may have made this up 
by increased volume in other classes of business. The 
leading mutual companies, on the other hand, generally, 
are showing an increase in fire premiums. The mutuals 
have been growing slowly for years and many of them 
have now acquired a financial strength which enables 
them to become formidable competitors of the stock 
companies. In competition the mutuals have two marked 
advantages: they attract those who have, or believe 
they have, better risks than the average and desire to 
secure the advantage in low cost of insurance to which 
they believe themselves entitled, and the mutuals as a 
class operate without agents and secure their business 
at a much lower cost than the stock companies. Every 
increase in acquisition cost by stock companies increases 
the advantage of the mutuals, and it is altogether probable 
that their business will continue to grow. 
With the volume of fire premiums growing but little 
and the mutuals taking an increasing percentage of 
what there is, new factors are coming into the field and 
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some of these have special advantages. Aside from the 
unusual number of new companies, many of which are 
affiliated with established ones, still others are starting 
which at the beginning can command a good volume of 
business.. Recently notices of intention to organize 
three new fire insurance companies were published 
almost simultaneously. One of these purposes to insure 
properties of the Protestant Episcopal Church. Among 
its incorporators appear some of the foremost business 
men and financiers in the United States, one of them 
being Mr. J. P. Morgan, the banker. Two of these com- 
panies now organizing are affiliated with powerful 
casualty companies, the Southern Surety Company and 
the Zurich General Accident and Liability Insurance 
Company of Switzerland. Both these casualty com- 
panies have large agency organizations on which they 
have a strong hold, and there is no question that they 
can command from their agents a large amount of fire 
insurance for their new running mates. The speed with 
which the Travellers Fire Insurance Company, owned by 
the Travellers Insurance Company, has built up a business 
is indicative of what others can do with the aid of strong 
casualty companies. 

Mention has previously been made of the increasing 
interest of bankers in the insurance companies. It 
recently came out that the Home Insurance Company did 
not acquire financial control of the National Liberty 
Insurance Company and its affiliated institutions last 
November, but that the financial interests which owned 
the National Liberty still are the largest stockholders. 
They are continuing to manage its financial affairs but 
the Home Insurance Company, well represented on the 
board, is managing it as an underwriting institution. 
In several recent instances where financial control of 
smaller companies has been secured it has been announced 
that there will be no change in the underwriting manage- 
ment. These cases point to a possible dual management 
of insurance companies under which the underwriting 
officers will operate the companies and bring in funds, 
in the management of which the financial interests will 
make the large profits for the stockholders. Should such 
a system come into vogue it would almost certainly mean 
a struggle to secure premium income, the duty of the 
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underwriter being less to make a profit than to avoid a 
loss. Such competition is always difficult for con- 
servative companies seeking an underwriting profit, as 
many of the British companies operating here learned 
after the war and up to 1927, when the marked slackening 
in the race for volume of business came. 

Other factors are at work, however, which may 
interfere with such a program. Until recently the 
fire insurance companies have succeeded in maintaining 
the position that rates should be pitched at such a level 
that they will produce a moderate underwriting profit 
and that profit from investments is something separate 
and distinct and should not be considered in determining 
rates. That theory has been vigorously challenged 
within the past few years. In the Missouri rate case the 
Supreme Court of that state held that in the making of 
rates the income from the unearned premium reserve 
should be considered as part of the underwriting income 
and the public should get the advantage of it in lower 
rates. In the Kansas rate case the Supreme Court of 
that state held that rates should be sufficient to give the 
fire insurance companies a fair return on their invested 
capital. In Kentucky, where an advance in rates is still 
being litigated in the Federal Courts, attorneys for the 
State are seeking to have investment income considered 
in the fixing of rates which will yield companies a fair 
profit. In Virginia, where hearings have been in progress 
intermittently for months on the question of rating 
methods and the level of rates, attorneys for the state are 
also endeavouring to have investment profits considered. 
Until this issue can be got before the Supreme Court 
of the United States and be definitely answered, it will 
necessarily be a question whether fire insurance companies 
can continue to enjoy the profits from the investment of 
the unearned premiums. If deprived of that, they 
would find no advantage in a large premium income 
unless it yielded an underwriting profit. 

A court in South Carolina has recently ordered the 
insurance commissioner of the state to grant a license 
as an agent to a man from whom he had withheld one on 
the ground that the man was an employee of a finanical 
institution. The court held that the commissioner 
exceeded his authority when he ruled that officers and 
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employees of banks and other financial institutions should 
not be licensed as agents of insurance companies. While 
this decision was given by a trial court and may be 
reversed by a higher court, it is of much interest. For 
nine years the National Association of Insurance Agents 
has been fighting the further extension of ‘ bank 
agencies.” It did not attempt to uproot agencies 
already established in banks, of which there are hundreds 
in the country, but to prevent the establishment of more 
agencies of this character. The majority of the fire 
insurance companies have agreed to this restriction, but 
a few have positively refused to. A few insurance 
commissioners have taken the part of the agents and 
endeavoured by ruling to prevent the extension of bank 
agencies. In Kentucky such a ruling was overturned by 
the courts and now the South Carolina decision adds to 
the precedents against them. Regardless of the merits of 
the bank agency question, many insurance company 
officials are pleased at every decision which curbs the 
exercise of arbitrary power by an insurance commissioner, 
as some of the commissioners have set their own opinions 
above the law and sought to act like dictators. 

The directors of the Great American Insurance 
Company of New York have recently recommended to 
the stockholders an ingenious plan for holding the stock 
of several affiliated companies. The Great American 
formerly owned this stock through holding companies 
whose stock it owned, but an amendment to the law of 
New York several years ago prohibited this. The law 
now permits one company to own directly the stock of 
another doing the same class of business, but the amount 
of such stocks it may own is limited in proportion to its 
surplus. The directors of the Great American recommend 
that the stockholders authorize an increase in the capital 
of the company from $15,000,000 to $16,000,000, the 
new stock to be issued at three times its par value, the 
additional $2,000,000 thus secured to be placed, not in 
the surplus of the company, but in the hands of trustees 
who shall hold the stock of a holding company which is 
to acquire the stock of affiliated companies now owned 
by the Great American. As the trustees are to be 
members of the board of directors of the Great American 
it will retain control of these companies, but their earnings 
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will go to the holding company, in which each stockholder 
of the Great American will have a beneficial interest 
proportioned to his holdings of Great American stock 
and transferrable by him only as he transfers his Great 
American stock. 

So numerous and so various have been the com- 
pulsory automobile insurance bills in the legislatures 
of some of the states this winter that it became 
necessary to turn over to a committee which would 
either consolidate them or draft an entirely new bill. 
Some merely require the carrying of liability insurance 
as a condition precedent to securing a license to drive 
a car. Others propose state funds to furnish such 
insurance to the exclusion of the private insurance 
companies. Still others propose a scale of compensation 
for injury or death resulting from the operation of an 
automobile, such compensation to be provided through 
insurance or from a fund collected from motorists 
by the state. All these measures are being bitterly 
fought and, as most of the legislatures are still in session 
at the time this is written, the results are still in 
doubt. 

Recognizing that a very large part of the public 
demands that some provision be made by law for the 
relief of persons injured by the automobiles of those 
from whom judgments for damages cannot be collected, 
the American Automobile Association has caused to 
be introduced in many legislatures what is known as 
a “financial responsibility ’’ bill, somewhat similar to 
the law which has proved quite satisfactory in New 
Hampshire. This bill does not make insurance com- 
pulsory, but provides that if a motorist fails to meet 
a judgment for personal injuries he shall be deprived 
of his automobile license until such time as he does 
satisfy the judgment and give evidence of his ability 
to satisfy any future ones by producing a liability 
insurance policy or depositing securities. This bill has 
strong support in many quarters. 

The legislature of the State of Ohio which, in 1927, 
enacted a law increasing the tax on the Ohio premiums 
of insurance companies of other states and countries 
from 2} to 3 per cent., has now enacted a law restoring 
the old rate of 24 per cent. As the courts held that 
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the first law did not apply to premiums collected in 
1926, as the legislature intended, so it is probable 
that the new one will not apply to premiums collected 
in 1928, the tax on which will be due next November. 

The Supreme Court of the United States has recently 
intimated that it would consider an appeal from the 
decision of the Supreme Court of Oregon in which a 
law of that state, intended to limit the number of 
agents a fire insurance company may have in one 
community, was held constitutional. Insurance com- 
panies which for various reasons desire to have several 
agents in one town are constantly being annoyed by 
efforts of agents to limit representation. The State of 
Washington several years ago enacted a law forbidding 
the Insurance Commissioner to license more than one 
agent for one company in each small town and more 
than two in each of the larger cities. This law was 
declared unconstitutional. Oregon sought to accomplish 
the same end by authorizing the Insurance Commissioner 
to license two agents for a company in each large city 
for a fee of $2 each and to charge $500 each for licenses 
for any number in excess of two. This the law which 
may come before the Supreme Court of the United 
States. 

The year started with a production of life insurance 
in January greater than the average production per 
month during 1928 and more than 18 per cent. higher 
than that of January, 1928, according to the estimates 
made by the Association of Life Insurance Presidents. 
The paid business for the month amounted to over a 
billion dollars. The amount of group life insurance 
written was more than twice that in January, 1928. 
It appears probable that the year will be marked by 
a very great development of group insurance, as the 
underwriting by life insurance companies of retirement 
and pension systems is becoming increasingly common. 
Employers and employees contribute jointly to the 
premium for which the insurance company agrees 
that it will pay each employee following his retirement 
at an agreed age a certain amount monthly during 
the remainder of his life, this amount being a per- 
centage of the salary or wages he had been receiving. 
In many of these plans there is provision for payment 
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of life insurance in the event of death before the 
retirement age, payment of indemnities for sickness 
or disability from non-occupational accidents, service of 
nurses and other features. It has been said that nearly 
every contingency is covered except unemployment. 

Several states this year have enacted laws to 
broaden the field for investments of life insurance 
companies, or have bills on that subject before their 
legislatures at the present time. The funds of the 
life insurance companies have grown so great that 
difficulty has been encountered in investing them profit- 
ably within the narrow limitations fixed by the laws 
of some of the states. Several of these new laws 
permit investment in preferred stocks of corporations 
which have paid a specified dividend regularly for a 
specified time and one state has permitted investment 
in common stocks under certain restrictions. When 
it is considered that the Metropolitan Life Insurance 
Company alone invests on an average $2,000,000 each 
business day, it can readily be seen what an amount 
of public and corporation bonds and other approved 
securities are required to meet the investment needs 
of the life insurance companies and the competition 
which arises when these institutions as well as savings 
banks, whose field of investments is also limited by 
law, are in a restricted market in search of approved 
securities. 

The sudden death of Mr. Haley Fiske, president of 
the Metropolitan Life Insurance Company of New 
York, as he was returning home from church on Sunday, 
March 3, removed the outstanding figure in American 
life insurance. Mr. Fiske, who was 77 years of age, 
had been in excellent health. His sudden collapse in 
his automobile was due to a blood clot in the heart. 
Mr. Fiske was a large man physically as well as a giant 
in intellect and in driving power. He became connected 
with the Metropolitan Life in the early Seventies 
through his association with the law firm which acted as 
counsel to the company. He was elected vice-president 
of the life insurance company in 18g2 and served in 
that capacity for twenty-seven years, becoming president 
following the death of President John R. Hegeman in 
IgI9Q. 
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MERCANTILE BANK OF INDIA 


DISTRIBUTION OF 16 


MR. J. M. 


HE thirty-sixth annual general meeting 
Tes the Mercantile Bank of India, Ltd., 

was held on Tuesday, March 26, at 
Winchester House, E.C. 

Mr. J. M. Ryrie (the chairman) said that, 
though it was true that the past year had not 
come up to expectations, there was further 
recovery from the devastating effects of the 
war. They were fortunate in having a steady 
Bank rate of 4} per cent. throughout the year. 
He did not believe that a reduction in the 
Bank rate, with the consequent tendency to 
inflation, would have been of any assist- 
ance to trade, and, with comparatively 
cheap money here, the prestige of London 
as a financial centre had been main- 
tained. 


In spite of a larger turnover, the net profit 
was nearly £7,000 less than in the previous 
year and about the same as in 1926, but their 
neighbours had had the same experience, and 
he attributed this reduction in profits chiefly 
to the suicidal competition that continued 


PER CENT. MAINTAINED. 


RYRIE ON BANK RATE 


The 


between the exchange banks in India. 
and 


balance-sheet presented a satisfactory 
liquid position. 

Referring to the outlook for the current 
year, the Chairman said there was encourage- 
ment in the fact that progress was being made 
in the reorganisation of trade in order to meet 
the ever-increasing competition. So fer as 
India was concerned, as usual much depended 
upon the Monsoon, but the most disturbing 
feature at present was the frequency of labour 
troubles, which broke out without any 
apparent provocation, and, unless the 
Communists, whose business it was to foster 
strikes, were suppressed, he was afraid they 
would not see the end of these troubles. In 
the meantime, however, trade might be 
described as normal, if he excepted the cotton 
mill industry, which was thrown back last 
year by a prolonged strike, from which it had 
not yet recovered. 

The report and accounts were unanimously 
adopted, and a dividend of 16 per cent. for 
the year was approved. 


“THE BANK BOOK” 


Written and Illustrated by 
MAUDE PARKER, R.W.A. 


MESSRS. EYRE AND SPOTTISWOODE LIMITED 
have pleasure in announcing the publication of a volume 
containing a series of reproductions in colour from the water- 
colour drawings of the Bank of England by Miss Maude 
Parker, R.W.A., who has also contributed the explanatory 
notes which accompany each plate, and a historical preface. 


“The Bank Book” contains 12 plates in colour, artistically 
mounted, with wide margins. Size of page 12 by 9} 


Edition de Luxe ers to 50 9 £4 40 per copy net. 
Cloth Bound -~ - - £1 100, » » 


“The book is a masterpiece of artistic printing. It will be a popular ornament of waiting-rooms 
of bankers, but will be appreciated also by lovers of art who have no connection with finance.”— 
The Financiai News. 


Printed and Published by 
AND SPOTTISWOODE LIMITED, 
His Majesty’s Printers, 


4 MIDDLE NEW STREET, LONDON, E.C.4. 
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Company Meeting 


THE BRITISH, FOREIGN, AND COLONIAL 
CORPORATION LIMITED. 


THE OUTLOOK FOR BRITISH AND AMERICAN 


Mr. F. 


HE seventeenth ordinary’ general 

meeting of the British, Foreign, and 

Colonial Corporation Ltd., was held at 
B.F.C. House, Gresham Street, E.C.2, on 
March It. 

Mr. F. A. Szarvasy presided, and said: 
The year again shows satisfactory progress 
in our activities, and the profits earned are 
the highest in the history of the company. 
We have now attained one goal in our pro- 
gramme, namely, that with the allocation 
made out of 1928 profits our reserve account 
will stand at a figure equal to the issued 
capital. We were able to achieve this and 
recommend a dividend at the rate of 10 per 
cent. for the fourth successive year, having 
concurrently increased the salaries and 
bonuses paid to our staff. You have received 
with the accounts a circular offering 460,000 
shares at a premium of Is. 9d. per share. 
Based on the figures shown in the circular, 
issuing these shares in the manner indicated 
is equal to approximately a Io per cent. 
dividend on your shares. The Company’s 
capital will now stand at a round £500,000, 
and if the current year’s results justify it, as 
I hope they will, I trust that within a year 
from now our reserve fund will again be equal 
to our capital. I trust, in view of some very 
important business which we have in hand, 
that the current year will be equally satis- 
factory, unless, of course, unforeseen circum- 
stances should supervene. 


IMPORTANT FACTORS 


In trying to estimate business conditions in 
1929 one of the most important commercial 
factors to consider is the United States, since 
that great country is playing an increasingly 
influential part in European business, the 
fortunes of war having turned her from a 
debtor into a creditor country. 

The fact that most of the leading spokesmen 
of Labour have recognised that the main- 
tenance of a high scale of wages presupposes 
a high scale of production has given American 
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industry a new orientation, and has led to the 
creation of a nation of mass consumers in 
which the employer is mindful of the workers’ 
rights and sentiments and of paying not the 
lowest wages to which Labour can be squeezed 
down, but the highest wages compatible with 
the proper and successful conduct of business. 


In face of this encouraging condition of 
affairs and the pleasing picture which it 
reveals, one cannot help being somewhat 
astonished at the pessimistic forecasts and the 
cautious note sounded regarding the future 
course of security prices by somany important 
American bankers and financiers. The reason 
seems to be in the apprehension that the 
credit structure of American banking is being 
overstrained, and the high volume of “ bro- 
kers’ loans ’’ is instanced as the danger-point 
in the situation. I am afraid that those 
who attach such overwhelming importance 
to the comparatively high figure of brokers’ 
loans have not perhaps examined conditions 
sufficiently closely to realise that the trend 
towards consolidation in industry has pro- 
duced a state of affairs in which the utilisa- 
tion of credit from banks has taken a 
different form to that which one was accus- 
tomed to see. What I mean is that many 
small individual producers and distributors 
have found it necessary either to sell out to 
the larger units or to fail; that an increasing 
amount of surplus capital will go into the 
securities of the larger units instead of being 
employed in originating small individual 
enterprises or in the participation in local 
partnerships; that the financing of enter- 
prises is being accomplished more and more 
through what are popularly called brokers’ 
loans, but which are to a very considerable 
extent only an altered form of commercial 
loans. 

That this has gained recognition by at least 
some leading authorities is evidenced by the 
act that the president of the New York 
Stock Exchange has quite recently expressed 
the view that ‘‘we must more and more 
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accustom ourselves to a financing of business 
turnover through the use of brokers’ loans 
instead of through commercial paper or un- 
secured banking advances.’”’ The stubborn 
resistance to the acknowledgment of this 
truth, especially on the part of banking 
interests, has been responsible, at least in 
part, for unnecessarily high interest rates on 
collateral loans, and many authorities have 
been speaking as if progress and abundance 
were evils. I personally see no reason why, 
if it is realised that the high figure of brokers’ 
loans does not in itself necessarily represent 
over-speculation, there should not be a 
greater abundance of credit made available 
in America (to which the elastic Federal 
Reserve system lends itself admirably), and 
that thereby easier money conditions should 
not be brought about to the benefit of America 
itself and to the relief of Europe generally. 

Anybody who has studied the American 
monetary system knows of the existence of 
more than a billion dollars of gold notes now 
in circulation, called ‘‘ Gold Certificates,” 
which have 100 per cent. cover in gold, and 
recognises that this is a method of sterilising 
gold reserves. The original and laudable 
purpose of this plan was to prevent com- 
modity price inflation. That danger, which 
existed immediately after the termination of 
the war, now lies in the past, but the policy 
which inspired it is perpetuated. 


CHANGED CONDITIONS 


According to the latest statistics available 
there are now fifteen million owners of secu- 
rities in the United States, which compares 
with 400,000 holders of bonds prior to the 
war. The comparison is not quite on all 
fours, but it is sufficiently illuminative to 
illustrate the changed conditions to which I 
have referred. 


How America will ultimately solve the 
problem of gathering interest on her loans, of 
increasing her export trade, of being the main 
supplier of many raw materials to the world, 
and yet be hemmed in by high tariff walls, 
refusing to purchase manufactured articles 


from outside, remains to be seen. As is well 
known her tourist traffic represents a con- 
siderable expenditure, and as long as there 
are art treasures, wonderful pictures, tapes- 
try, silver and old furniture to be bought in 
Europe there exists a further counter-weight, 
but how long is this going to last? Here is 
one of the problems which American indus- 
trialists will sooner or later have to face 
seriously. 


Generally it seems likely that the wave of 
prosperity in America. will continue for the 


major portion of the current year, and that, 
on the whole, should exercise a beneficial 
influence on European business. 


If I have spoken in somewhat optimistic 
terms about the situation in America, I do 
not want to imply that conditions in Great 
Britain have not also take a favourable 
turn. During the last two years the ten- 
year-old-struggle of ‘‘ who is to pay for the 
war ”’ has found at least a partial solution. 
The capitalist has paid and is paying to the 
extent to which the cost of living has risen 
in comparison with pre-war figures, and the 
worker paid mainly during the period of 
partial inflation following the war, through 
having to accept a standard of living lower 
than that ruling pre-war. To some extent 
this condition still prevails, but the warfare 
is no longer carried on in the acute form of 
strikes and lock-outs. The one visible sign, 
however, that conditions have not finally 
settled down is our unemployment problem, 
which does not lend itself to treatment as 
in the United States, because fundamental 
conditions are different. 


What is disturbing business with us is the 
uncertain monetary outlook, brought about 
partly in any case by the resumption of our 
position as an international money centre, 
and by trying to apply old remedies te a new 
set of conditions. 


The raising of the Bank rate hardly ever 
failed to achieve its object before the war, but 
in the peculiar and special set of circum- 
stances of the international money market 
which prevail to-day, I am afraid that a 
further rise in our Bank rate may conceivably 
have little or no effect in bringing relief. 


If the moneyed classes are afraid of the 
advent of a Socialist Government and wish 
to export capital, or if favourable oppor- 
tunities for increasing their capital are found 
in other countries, the fact of sterling being 
at a discount will not stop such operations 
and unless other central banks are prepared 
to co-operate with us and make their re- 
sources available for the common good, a 
further rise in our Bank rate might only 
result in a general rise in the official discount 
rates of other countries and would therefore 
remain without effect. 


Apart, therefore, from the special set of 
circumstances which I have mentioned, and 
which may have a disturbing effect on trade 
and security values, I think that the current 
year will at any rate nct prove to be a bad 
one. 


The report was unanimously adopted. 





